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FEDERAL BANKING AGENCY ENFORCEMENT OF 
TRUTH IN LENDING ACT

WEDNESDAY, SEPTEMBER 15, 1976

H ouse of R epresentatives,
w Commerce, Consumer,

and Monetary A ffairs Subcommittee 
of the Committee on Government O perations,

Washington, D.C.
The subcommittee met, pursuant to notice, at 10 a.m., in room 2247, 

Rayburn House Office Building, Hon. Benjamin S. Rosenthal (chair
man of the subcommittee) presiding.

Present: Representatives Benjamin S. Rosenthal, Robert F. Dri- 
nan, E lliott H. Levitas, Anthony Moffett, Garry Brown, and Willis 
D. Gradison, J r .

Also present: Peter S. Barash, staff director; Robert H. Dugger, 
economist; Doris Faye Taylor, clerk; and Henry C. Ruempler, mi
nority professional staff, Committee on Government Operations.

OPENING STATEMENT 0E CHAIRMAN ROSENTHAL

Mr. R osenthal. The subcommittee will be in order.
Today, the Commerce, Consumer, and Monetary Affairs Subcom

mittee begins an examination of Federal enforcement of the Truth in 
Lending Act.

T ruth  in lending, enacted by Congress in 1968, is designed to provide 
borrowers with accurate information on the real cost of loans so that 
consumers can shop effectively for credit. Violations of tru th  in 

a  ‘ lending are often serious matters affecting thousands of borrowers 
and involving millions of dollars.

Today’s hearing also marks the beginning of a series of investiga- 
1 tions into the responsiveness of the Federal banking agencies to the
» needs of consumers. Future investigations will deal with tru th  in

bank advertising, lending discrimination, bank credit cards, and the 
development of electronic fund transfer systems and the adequacy of 
consumer information on bank practices.

Today’s hearing will focus on the thoroughness of Federal bank 
truth-in-lending examinations and on the steps Federal regulators can 
take when violations are found. Testimony will be received on the 
merits of requiring banks to indemnify borrowers for substantive dis
closure errors such as those relating to the annual percentage rate, 
finance charges, and rescission notices; and on the feasibility of dis
closing the identities of banks that are persistently not complying with 
truth-in-lending regulations.

(1)



Federal bank agencies have found very few truth-in-lending viola
tions. This has been interpreted by some as evidence of general bank 
compliance.

The subcommittee, last spring, became concerned that agency find
ings of low noncompliance, instead, might be the result of perfunctory 
and inadequate truth-in-lending examinations.

To obtain an evaluation of Federal banking agency thoroughness, 
the subcommittee asked the Connecticut, Maine, and Massachusetts 
banking departments to prepare special reports on truth-in-lending 
compliance in their States. The Federal banking agencies were re
quested to prepare similar reports on a State-by-State basis for 11 
Northeastern States.

The subcommittee is today releasing the initial results of its analysis 
of these reports.

As shown in table 1, a comparison of Connecticut, Maine, and Mas
sachusetts compliance with those of the FD IC  in these States reveals 
that State truth-in-lending examiners found far more violations than 
the FD IC  examiners did.

I t  may be that FD IC  examinations find fewer truth-in-lending vio
lations because Connecticut, Maine, and Massachusetts, whose State 
truth-in-lending standards are equal to or more stringent than Federal 
requirements, are exempt from Federal truth-in-lending enforcement.

I f  reliance on State examiners is the reason the FD IC  found so few 
violations in Connecticut, Maine, and Massachusetts, then there should 
be a substantial increase in noncompliance findings in the other eight 
Northeastern States.

Table 2 compares FD IC  truth-in-lending compliance findings in 
the nonexempt States of Maryland, Delaware, Pennsylvania, New 
Jersey, New York, Rhode Island, New Hampshire, and Vermont with 
those of the exempt States of Connecticut, Maine, and Massachusetts.

The nonexempt States’ findings do not appear to be significantly d if
ferent from exempt State findings. This suggests that FD IC  truth-in- 
lending examinations are no more adequate throughout the country 
than in Connecticut, Maine, and Massachusetts.

Based on the subcommittee’s 3-month investigation, it is possible 
for me to estimate that across the country there are at least three- 
quarters of a million loans with significant truth-in-lending violations 
and overcharges to customers totaling $2.7 million.

[The tables referred to follow:]
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TABLE 1

COMPARISON OF
CONNECTICUT, MASSACHUSETTS, MAINE, AND FDIC

TRUTH IN LENDING COMPLIANCE FINDINGS

BANKS WITH VIOLATIONS AS A PERCENT OF 
BANKS EXAMINED 1 /

APR
TYPE OF VIOLATION

F IN . CHG. RESC. NOT.

COMMERCIAL BANKS

C o n n e c t ic u t
FDIC---------- 17% 7% 12%
S ta te  B a nk ing  D e p t. 90% 25% 15%

M aine
FDIC 18% 9% 5%
S ta te  B a nk ing  D e p t. 69% 56% 50%

M assa ch u se tts
FDIC 13% 0% 2%
S ta te  B a nk ing  D e p t. 41% 26% 11%

SAVINGS BANKS

C o n n e c t ic u t
FDIC 3% 0% 3%
S ta te  B a nk ing  D e p t. 72% 41% 34%

M aine
FDIC 3% 0% 0%
S ta te  B a nk ing  D e p t. 37% 63% 30%

M assachuse tts
FDIC 0% 0% 0%
S ta te  B a nk ing  D e p t. 26% 22% 17%

T f  The d a ta  do n o t  r e f l e c t  fo llo w u p  e x a m in a tio n s  o f  th e  same bank in  th e  same 
y e a r  by th e  FDIC. These e x a m in a tio n s  were c a r r ie d  o u t  t o  c o r re c t  s a fe ty  and 
soundness p rob lem s fo u n d  in  th e  f i r s t  e x a m in a tio n  and n o t  f o r  T ru th  in  Len d- /
in g  c o m p lia n c e  re a s o n s . The T ru th  in t e n d in g  re v ie w s  in  th e  fo llo w u p  
e x a m in a tio n s  may n o t  have re c e iv e d  norm al em phas is . T h e ir  noncom p liance  
f in d in g s  may be b ia s e d  downward and t h e r e fo r e  may n o t  be r e p r e s e n ta t iv e .

►
)
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TABLE 2

COMPARISON OF FOIC 
COMPLIANCE FINDINGS FOR 

EXEMPT AND NON-EXEMPT NO'RTHEA'STTRN STATES

BANKS WITH VIOLATIONS AS A PERCENT 
OF BANKS EXAMINED 3/
TYPrflF V'I'OLATTON

APR FIN. CHG. RESC. NOT.

COMMERCIAL BANKS
37"

Exempt States 2J 15%
Non-Exempt States 8%

4%
5%

6%
8%

II. SAVINGS BANKS

Exempt States 3%
Non-Exempt States 6%

0%
3%

2%
6%

1/ Includes: Connecticut, Maine and Massachusetts. These States are exempted 
from the requirements of the Truth in Lending Act pursuant to Section 123 of 
the Act.

2J Includes: Maryland, Delaware, Pennsylvania, New Jersey, New York, Rhode Island, 
New Hampshire and Vermont.

3/ The data do not reflect followup examinations of the same bank in the same 
year by the FDIC. These examinations were carried out to correct safety and 
soundness problems found in the first examination and not for Truth in Lending 
compliance reasons. The Truth in Lending reviews in the followup examinations 
may not have received normal emphasis. Their noncompliance findings may be 
biased downward and therefore may not be representative.

*
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SUMMARY OF THE
CONNECTICUT

TRUTH IN LENDING COMPLIANCE REPORT

TO THE

COMMERCE, CONSUMER AND MONETARY AFFAIRS SUBCOMMITTEE

I .  T ime P e rio d  C overed:

I I .  C onroerc ia l Banks:

March 1 , 1975 th ro u g h  J u ly  31 , 1976

Number o f  Banks Examined 
Number o f  Banks W ith :

APR D is c lo s u re  E r ro rs  
F in a n ce  Charge D is c lo s u re  E r ro rs  
R e s c is s io n  N o tic e  D is c lo s u re  E r ro rs  
O th e r T ru th  in  L e n d ing  V io la t io n s  

Number o f  Loans C ite d  W ith :
APR D is c lo s u re  E r ro rs  
F in a n ce  Charge D is c lo s u re  E r r o rs  
R e s c is s io n  N o tic e  D is c lo s u re  E r ro rs  
O th e r T ru th  in  L e n d ing  V io la t io n s  

T o ta l Number o f  Loans C ite d  w i th  T ru th  in  L en d ing  V io la t io n s  
A ve rage Bank S ize  (T o ta l A s s e ts ,  Y e a r-end  1975)

I I I .  S a v ings  B a nks:

Number o f  Banks Examined 
Number o f  Banks W ith :

APR D is c lo s u re  E r ro rs  
F inance  Charge D is c lo s u re  E r ro rs  
R e s c is s io n  N o tic e  D is c lo s u re  E r ro rs  
O th e r T ru th  in  Le'nding V io la t io n s  

Number o f  Loans C ite d  W ith :
APR D is c lo s u re  E r ro rs  
F in a n ce  Charge D is c lo s u re  E r r o rs  
R e s c is s io n  N o tic e  D is c lo s u re  E r ro rs  
O th e r T ru th  in  L e n d ing  V io la t io n s  

T o ta l Number o f  Loans C ite d  w i th  T ru th  in  L e n d ing  V io la t io n s  
A ve rage  Bank S iz e  (T o ta l A s s e ts ,  Y e a r -e n i 1975)

IV .  T o ta l M o n e ta ry  A d ju s tm e n ts :

V. T o ta l Number o f  Loans C i te d :

20

18
5
3

15

N .A . 1 /
N .A .
N .A .
N .A .

995
$ 6 7 .5  m i l l io n

32

23
13
11
26

N .A .
N .A .
N .A .
N .A .

1 ,132
$12 5 .6  m i l l io n  

$38 ,732  2 /

2 ,1 2 7

1 /  The fo rm a t o f  th e  C o n n e c t ic u t r e p o r t  does n o t  e n a b le  s e g re g a tio n  o f  c i t e d  
lo a n s  by ty p e s  o f  v io la t io n s .

2 ]  One s a v in g s  bank r e q u ire d  an a d ju s tm e n t o f  $2 7 ,9 8 0 .

*
1
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SUMMARY OF FDIC
TRUTH IN LENDING COMPLIANCE FINDINGS

IN CONNECTICUT 1 /

I .  Time Period  Covered: March 1, 1975 th rough J u ly  31, 1976

I I .  Commercial Banks:

e’

Number o f  Banks Examined Once: 42
Number o f Banks W ith :

APR D is c lo s u re  E rro rs  7
Finance Charge D is c lo s u re  E rro rs  3
R esciss ion  N o tice  D is c lo s u re  E rro rs  5
O ther T ru th  in  Lending V io la t io n s  17

Number o f  Loans C ited  W ith :
APR D is c lo s u re  E rro rs  NA 2 /
Finance Charge D is c lo s u re  E rro rs  NA
R esciss ion  N o tice  D is c lo s u re  E rro rs  NA
O ther T ru th  In  Lending V io la t io n s  NA

T o ta l Number o f  Loans C ited  w ith  T ru th  In  Lending V io la t io n s  NA
Average Bank S ize (T o ta l A sse ts , Year-end 1975) $68.1 m i l l io n

I I I .  Savings Banks:

Number o f  Banks Examined Once:
Number o f Banks W ith :

APR D is c lo s u re  E rro rs  
Finance Charge D is c lo s u re  E rro rs  
R esciss ion  N o tice  D is c lo s u re  E rro rs  
O ther T ru th  In  Lending V io la t io n s  

Number o f Loans C ited  W ith :
APR D is c lo s u re  E rro rs  
Finance Charge D is c lo s u re  E rro rs  
R esciss ion  N o tice  D is c lo s u re  E rro rs  
O ther T ru th  In  Lending V io la t io n s  

T o ta l Number o f  Loans C ited  w ith  T ru th  
Average Bank S ize (T o ta l A sse ts , Year-i

63

2
0
2
3

NA 2 /
NA
NA
NA

Lending V io la t io n s  NA 
1975) $143.8 m i l l io n

IV . T o ta l M onetary A d jus tm en ts : NA 2 /

V. T o ta l Number o f  Loans C ite d : NA 2 /

<
V  R e fle c ts  com pliance re p o r ts  rece ived  in  the  Washington O ff ic e  through 

September 3 , 1976.
2 /  The FDIC T ru th  in  Lending Report (FDIC 5600 /55(12-74)) does no t p rov ide  

f o r  l i s t in g  loans w ith  v io la t io n s  o r segrega tion  by typ e  o f v io la t io n .
3 /  The FDIC has n o t re q u ire d  banks to  re im burse borrow ers .



(FDIC Connecticut Compliance Report Cont.)

. Commercial Banks:

Number of Banks Examined Twice:
Number of Banks With:
APR Disclosure Errors 
Finance Charge Disclosure Errors 
Rescission Notice Disclosure Errors 
Other Truth In Lending Violations 

• Savings Banks:

Number of Banks Examined Twice:
Number of Banks With:
APR Disclosure Errors 
Finance Charge Disclosure Errors 
Rescission Notice Disclosure Errors 
Other Truth In Lending Violations 

. Commercial Banks:

Number of Banks Examined Thrice: 
Number of Banks With:
APR Disclosure Errors 
Finance Charge Disclosure Errors 
Rescission Notice Disclosure Errors 
Other Truth In Lending Violations 

. Savings Banks:

Number of Banks Examined Thrice: 
Number of Banks With:
APR Disclosure Errors 
Finance Charge Disclosure Errors 
Rescission Notice Disclosure Errors 
Other Truth In Lending Violations
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SUMMARY OF THE
MAINE

TRUTH IN LENDING COMPLIANCE REPORT

To The

COMMERCE, CONSUMER AMD MONETARY AFFAIRS SUBCOMMITTEE

I .  T ime P e r io d  C overed: November I ,  1975 th ro u g h  A ugust 3 1 , 1976

I I . C om m ercial Banks:

Number o f  Banks Examined 16
Number o f  Banks W ith :

APR D is c lo s u re  E r r o rs  11
F in a n ce  Charge D is c lo s u re  E r r o rs  9
R e s c is s io n  N o tic e  D is c lo s u re  E r ro rs  8
U th e r~ T ru tn  in  Len d ing  V io la t io n s  14

Number o f  Loans C ite d  W ith :
APR D is c lo s u re  E r r o rs  35
F in a n ce  Charge D is c lo s u re  E r ro rs  24 1 /
R e s c is s io n  N o tic e  D is c lo s u re  E r ro rs  68
O th e r T ru th  In  L e n d ing  V io la t io n s  113

T o ta l Number o f  Loans C ite d  w i th  T ru th  in  Len d ing  V io la t io n s  240
Average Bank S iz e  (T o ta l A s s e ts , Y e a r-e n d  1975) $69 .5  m i l l i o n

I I I .  S a v ings  Banks:

Number o f  Banks Examined 
Number o f  Banks W ith :

APR D is c lo s u re  E r ro rs  
F in a n ce  Charge D is c lo s u re  E r ro rs  
R e s c is s io n  N o tic e  D is c lo s u re  E r ro rs  
O th e r T ru th  In  L en d ing  V io la t io n s  

Number o f  Loans C ite d  W ith :
APR D is c lo s u re  E r ro rs  
F in a n ce  Charge D is c lo s u re  E r ro rs  
R e s c is s io n  N o tic e  D is c lo s u re  E r ro rs  
O th e r T ru th  in  Lend ing  V io la t io n s  

T o ta l Number o f  Loans C ite d  w i th  T ru th  in  Len d ing  V io la t io n s  
Ave rage  Bank S iz e  ( T o ta l A s s e ts ,  Y ea r-end  1975)

27

10
17 

8
18

37
325 1 /2 /

33
238
633

$ 5 6 .3  m i l l i o n

IV .  T o ta l M o n e ta ry  A d ju s tm e n ts : • N .A .

V. T o ta l Number o f  Loans C i te d : 873

1 /
1 /

E s tim a te
One s a v in g s  bank had 261 c i t e d  lo a n s .

(
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SUMMARY OF FDIC
TRUTH IN LENDING COMPLIANCE FINDINGS

IN MAINE 1 /

I .  Time P eriod  Covered:

I I .  Commercial Banks:

March 1 , 1975 through J u ly  31, 1976

Number o f  Banks Examined Once: 22
Number o f  Banks W ith :

APR D is c lo s u re  E rro rs  4
Finance Charge D is c lo s u re  E rro rs  2
R esciss ion  N o tice  D isc lo su re  E rro rs  1
O ther T ru th  in  Lending V io la t io n s  6

Number o f Loans C ited  W ith :
APR D is c lo s u re  E rro rs  NA 2]
Finance Charge D is c lo s u re  E rro rs  NA
R esc iss ion  N o tice  D is c lo s u re  E rro rs
O ther T ru th  In  Lending V io la t io n s  NA

T o ta l Number o f  Loans C ited  w ith  T ru th  In  Lending V io la t io n s  . N A

Average Bank S ize  (T o ta l A sse ts , Year-end 1975) $42.4 m i l l io n

r

I I I .  Savings Banks:

Number o f  Banks Examined Once:
Number o f Banks W ith :

APR D is c lo s u re  E rro rs  
Finance Charge D is c lo s u re  E rro rs  
R esc iss ion  N o tice  D is c lo s u re  E rro rs  
O ther T ru th  In  Lending V io la t io n s

Number o f  Loans C ite d  W ith :
APR D is c lo s u re  E rro rs  
Finance Charge D is c lo s u re  E rro rs  
R esc iss ion  N o tic e  D is c lo s u re  E rro rs  
O ther T ru th  In  Lending V io la t io n s

T o ta l Number o f  Loans C ited  w ith  T ru th  In  Lending V io la t io n s  
Average Bank S ize  (T o ta l A sse ts , Year-end 1975)

IV . T o ta l Monetary A d jus tm en ts :

V. T o ta l Number o f  Loans C ite d :

32

1
0
0
1

NA 2 /
NA
NA
NA
NA

$54.8 m i l l io n

NA 3 / 

NA 2 /

1 / R e f le c ts  com pliance re p o r ts  rece ived  in  th e  Washington O ff ic e  through 
September 3 , 1976.

2 / The FDIC T ru th  in  Lending Report (FDIC 5600 /55(12-74)) does n o t p rov id e  
f o r  l i s t i n g  loans w ith  v io la t io n s  o r se g re g a tion  by type  o f v io la t io n .

3 / The FDIC has n o t re q u ire d  banks to  re im burse borrow ers.
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(FDIC Maine Compliance Report Cont.) 2

VI. Commercial Banks:

Number of Banks Examined Twice: 6
Number of Banks With:
APR Disclosure Errors 1
Finance Charge Disclosure Errors 0
Rescission Notice Disclosure Errors 0
Other Truth In Lending Violations 1

VII. Savings Banks:

Number of Banks Examined Twice: 11
Number of Banks With:

APR Disclosure Errors 1
Finance Charge Disclosure Errors 0

. Rescission Notice Disclosure Errors 0
Other Truth In Lending Violations 2

VIII. Commercial Banks:

Number of Banks Examined Thrice: 0
Number of Banks With:
APR Disclosure Errors

Rescission Notice Disclosure Errors 
Other Truth In Lending Violations

IX. Savings Banks:

Number of Banks Examined Thrice: 
Number of Banks With:
APR Disclosure Errors 
Finance Charge Disclosure Errors 
Rescission Notice Disclosure Errors 
Other Truth In Lending Violations
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SUMMARY OF THE
MASSACHUSETTS

TRUTH IN LENDING COMPLIANCE REPORT

To The

COMMERCE, CONSUMER AND MONETARY AFFAIRS SUBCOMMITTEE

I .  Time P e rio d  Covered: F e b ru a ry  1 , 1976 th ro u g h  June 2 0 , 1976

I I .  Com m ercial Banks:

Number o f  Banks Examined:
Number o f  Banks W ith :

APR D is c lo s u re  E r ro rs  
F in a n ce  Charge D is c lo s u re  E r r o rs  
Re s c is s io n  N o tic e  D is c lo s u re  E r ro rs  
O th e r " r u t h  in  Len d ing  V io la t io n s

Number o f  Loans C ite d  W ith :
APR D is c lo s u re  E r ro rs  
F in a n ce  Charge D is c lo s u re  E r ro rs  
R e s c is s io n  N o tic e  D is c lo s u re  E r ro rs  
O th e r T ru th  in  Lend ing  V io la t io n s

T o ta l Number o f  Loans C ite d  w i th  T ru th  in  Len d ing  V io la t io n s  
A ve rage Bank S ize  ( T o ta l A s s e ts ,  M id -y e a r  1976)

I I I .  S a v ings  Banks:

27

11
7
3

21

M. A . l /
N. A .
N .A .
N .A .

2 ,2 5 4
$ 6 1 .0  m i l l i o n

Number o f  Banks Examined:
Number o f  Banks W ith :

APR D is c lo s u re  E r ro rs  
F in a n ce  Charge D is c lo s u re  E r ro rs  
R e s c is s io n  N o tic e  D is c lo s u re  E r ro rs  
O th e r T ru th  in  Lend ing  V io la t io n s

Number o f  Loans C ite d  W ith :
APR D is c lo s u re  E r ro rs  
F in a n ce  Charge D is c lo s u re  E r r o rs  
R e s c is s io n  N o tic e  D is c lo s u re  E r ro rs  
O th e r T ru th  in  Lend ing  V io la t io n s

T o ta l Number o f  Loans C ite d  w i th  T r u th  in  Len d ing  V io la t io n s  
Ave rage  Bank S iz e  ( T o ta l A s s e ts ,  M id -y e a r  1976)

IV . T o ta l M o n e ta ry  A d ju s tm e n ts :

V. T o ta l Number o f  Loans C i te d :

46

12
10

8
23

N .A .
N .A .
N .A .
N .A .

2 ,8 5 5
$ 13 1 .6  m i l l i o n

N .A .

5 ,1 0 9

T /  The fo rm a t  o f  th e  M assachuse tts  r e p o r t  does n o t  e n a b le  s e g re g a tio n  o f  c i t e d  
lo a n s  by ty p e  o f  v io la t io n .
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SUMMARY OF FDIC
TRUTH IN LENDING COMPLIANCE FINDINGS

IN MASSACHUSETTS 1 /

L  T i m e  P e riod  Covered: March 1 , 1976 through J u ly  31, 1976

I I .  Commercial Banks:

«

4

Number o f  Banks Examined Once:
Number o f  Banks W ith :

APR D is c lo s u re  E rro rs  
F inance Charge D is c lo s u re  E rro rs  
R esc iss ion  N o tice  D isc lo su re  E rro rs  
O ther T ru th  in  Lending V io la t io n s  

Number o f  Loans C ited  W ith :
APR D is c lo s u re  E rro rs  
Finance Charge D is c lo s u re  E rro rs  
R esc iss ion  N o tice  D is c lo s u re  E rro rs  
O ther T ru th  In  Lending V io la t io n s  

T o ta l Number o f  Loans C ited  w ith  T ru th  In  Lending V io la t io n s  
Average Bank S ize (T o ta l A sse ts , Year-end 1975)

53

7
0
1

24

NA 2 /
NA
NA
NA
NA

$50.6 m i l l io n

I I I .  Savings Banks:

Number o f  Banks Examined Once:
Number o f Banks W ith :

APR D is c lo s u re  E rro rs  
Finance Charge D isc lo su re  E rro rs  
R esc iss ion  N o tice  D isc lo su re  E rro rs  
O ther T ru th  In  Lending V io la t io n s  

Number o f Loans C ited  W ith :
APR D is c lo s u re  E rro rs  
Finance Charge D is c lo s u re  E rro rs  
R esc iss ion  N o tice  D is c lo s u re  E rro rs  
O ther l r u t h  In  Lending V io la t io n s  

T o ta l Number o f  Loans C ited  w ith  T ru th  In  Lending V io la t io n s  
Average Bank S ize  (T o ta l A sse ts , Year-end 1975)

IV . T o ta l M onetary A d jus tm en ts :

V. T o ta l Number o f  Loans C ite d :

14

0
0
0
1

NA 2 /
NA
NA
NA
NA

$284.1 m i l l io n

NA 3 /

NA 2 /

V  R e f le c ts  com pliance re p o rts  re ce ive d  in  the  Washington O ff ic e  th rough 
September 3 , 1976.

2 / The FDIC T ru th  in  Lending Report (FDIC 5600 /55(12-74)) does n o t p ro v id e  
f o r  l i s t i n g  loans w ith  v io la t io n s  o r  segrega tion  by ty p e  o f v io la t io n .

3 / The FDIC has n o t re q u ire d  banks to  re im burse borrow ers.

79-848 0  -  77 - 2
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(FDIC Massachusetts Compliance Report Cont.)

V I. Commercial Banks:

Number o f Banks Examined Twice:
Number o f Banks With:

APR D isclosure Errors 
Finance Charge D isclosure Errors 
Rescission Notice D isclosure Errors 
Other Truth In Lending V io la tio n s

V I I .  Savings Banks:

Number o f Banks Examined Twice:
Number o f Banks With:

APR D isclosure E rrors 
Finance Charge D isclosure Errors 
Rescission Notice D isclosure Errors 
Other Truth In Lending V io la tio n s

V I I I .  Commercial Banks:

Number o f Banks Examined Thrice: 
Number o f Banks With:

APR D isclosure Errors 
Finance Charge D isclosure Errors 
Rescission Notice D isclosure Errors 
Other Truth In  Lending V io la tion s

IX. Savings Banks:

Number o f Banks Examined Thrice: 
Number o f Banks With:

APR D isclosure Errors 
Finance Charge D isclosure Errors 
Rescission Notice D isclosure Errors 
Other Truth In Lending V io la tio n s

28

1
0
4

10

3

1
0
2

2

1
0
0
3

0

>



TRUTH IN LENDING COMPLIANCE EXAMINATIONS CONDUCTED BY THE FDIC 
IN THE STATES LISTED FOR

THE PERIOD FROM MARCH 1, 
1975 THROUGH JULY 31, 

1976

AVERAGE SIZE
OF BANKS 
EXAMINED*

NUMBER OF BANKS 
EXAMINED AT LEAST 

ONCE DURING
THE PERIOD**

RESULTS OF INITIAL 
EXAMINATION-

NUMBER OF REPORTS 
CITING VIOLATIONS

M
C

M
C

M
C

CONNECTICUT
143,807

68,175
63

42
5

15

MAINE
54,817

42,423
32

22
1

7

MASSACHUSETTS
284,148

50,614
14

53
1

22

NEW HAMPSHIRE
65,973

23,121
28

29
11

18

RHODE ISLAND
223,008

125,777
6

9
0

1

VERMONT
93,025

78,497
6

14
2

10

NEW JERSEY
284,470

53,649
19

67
1

6

NEW YORK
580,716

111,861
114

45
15

8

DELAWARE
-

213,536
-

12
-

9

MARYLAND
365,474

67,697
2

62
1

28

PENNSYLVANIA
1,051,167

98,772
8

123
1

77

NUMBER OF NEGATIVE RESPONSES TO EACH OF THE ITEMS 1 THROUGH 9 
________ON THE FDIC REGULATION Z COMPLIANCE REPORT (Form 6500/55)
1 

2 
3a 

3b 
4 

5 
6 

7 
8

*In thousands of dollars based on total assets as of 12-31-75.
**Based on compliance reports received in the Washington Office through 9-3-76.

C = Commercial banks 
M “ Mutual savings banks



NUMBER OF BANKS 
EXAMINED TWICE 

DURING
THE PERIOD

RESULTS OF SECOND 
EXAMINATION- 

NUMBER OF REPORTS 
CITING VIOLATIONS

M 
C

M 
C

CONNECTICUT
21

12
2

5

MAINE
11

6
1

1

MASSACHUSETTS
3

28
2

9

NEW HAMPSHIRE
2

2
1

-

RHODE ISLAND
5

7
1

1

VERMONT
4

4
» 

2
2

NEW JERSEY
2

17
1

8

NEW YORK
31

16
7

5

DELAWARE
-

1
-

1

MARYLAND
3

17
-

6

PENNS YLVANIA
26

-
8

NUMBER OF NEGATIVE RESPONSES TO EACH OF THE ITEMS 
1 THROUGH 9 

ON THE FDIC REGULATION Z COMPLIANCE REPORT (Form 6500/55)
2

3a
3 b

4
5

6
7

8
9

M 
C

M
c

M
c

M
c

M
c

M 
C

M
C

M
C

M
C

1 
3

-
-

-
-

2
4

-
-

1 
1

-
-

-
-

-
-

1 
1

-
-

-
-

1
1

-
-

- 
-

1
-

-
-

-
-

1
-

2
-

2
1

5
-

1
4

1
-

-
-

-
-

1

1
-

1
-

1
1

-

- 
-

-
-

-
-

2
2

-

1
2

1
1

6
-

-
3

-
1

-
-

-
-

1
-

-
-

-
4

5
-

1
3 

-
-

-
-

-
-

-

1
-

-
-

-
-

4
-

-
4

-
-

-
-

-
-

4
-

3
3

-
-

-
-

-
1

♦ 
*

•
 

*



*
* 

*

NUMBER OF BANKS 
EXAMINED THRICE 

DURING 
THE PERIOD 
M 

C

RESULTS OF THIRD 
EXAMINATION- 

NUMBER OF REPORTS 
CITING VIOLATIONS

M 
C

NUMBER OF NEGATIVE RESPONSES TO EACH OF THE ITEMS 1 THROUGH 9 
ON THE FDIC REGULATION Z COMPLIANCE REPORT (Form 6500/55)

CONNECTICUT

MAINE

MASSACHUSETTS

NEW HAMPSHIRE

RHODE ISLAND

VERMONT

NEW JERSEY

NEW YORK

DELAWARE

MARYLAND

PENNSYLVANIA



1TRUTH IN

BOARD OF 
GOVERNORS 

OF THE 
FEDERAL 

RESERVE
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D

IN
G

 COM
PLIANCE BY STATE M

EM
BER BANKS 

IN
 

(E
xam

ined M
arch 

1, 
1975, 

through Ju
ly

 31,
SELECTED

 STA
TES

1976)

S
tates

V
io

latio
n

s
D

iscovered R
egarding:

N
um

ber o
f B

anks 
E

xam
ined

T
o

tal A
ssets 

(000) 
(A

verage)

D
ealer

D
isclo

su
re 

P
aper

A
d

v
ertisin

g
R

ight o
f 

R
escissio

n

N
ew

 H
am

pshire
0

0
0

0
1

$ 
25,761

N
ew

 Y
ork

1,295*
0

0 .
1

93
1,634,000

N
ew

 Jersey
14

3
2

4
28

186,075

P
en

n
sy

lv
an

ia
19

0
2

3
17

469,640

M
aryland

0
1

0
1

6
176,424

*A
s 

a supplem
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to
 th

e reg
u

lar exam
ination p
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ced

u
res, 

th
e N

ew
 Y

ork F
ed

eral R
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under its
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SUMMARY OF THE
SPECIAL COMPTROLLER OF THE CURRENCY SURVEY

OF NATIONAL BANK TRUTH IN LENDING COMPLIANCE
IN NEW ENGLAND

I. Time Period Covered

II. National Banks:

November 1974 through March 1976

Number of Banks Examined 26
Number of Banks With:
APR Disclosure Errors 2i
Finance Charge Disclosure Errors 24
Rescission Notice Disclosure Errors 7
Other Truth In Lending Violations 26

Number of Loans Cited With:
APR. Disclosure Errors NA
Finance Charge Disclosure Errors NA
Rescission Notice Disclosure Errors NA
Other Truth In Lending Violations NA

Total Number of Loans Cited with Truth In Lending Violations NA 
Average Bank Size (Total Assets, Year-end 1975) NA

III. Total Monetary Adjustments: $46,475 1/

17 One national bank required an adjustment of $30,974
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Mr. Rosenthal. We are very pleased this morning th a t we have a 
very distinguished, knowledgeable, and expert panel of witnesses who 
have been extraordinarly cooperative with the subcommittee’s requests 
in this arena.

Our witnesses will appear as a panel. They consist of Mr. Peter 
Schuck, representing Consumers Union, Mr. Lawrence Connell, bank 
commissioner for the State of Connecticut, Mr. John Quinn, the su
perintendent of the Department of Business Regulations for the State 
of Maine, and Ms. Carol Greenwald, the commissioner of banks for 
the State of Massachusetts.

Again, on behalf of my colleagues on the subcommittee, let me thank 
all of you for coming here and for your enormous cooperation in this 
area.

Mr. Schuck, would you lead off ?

STATEMENT OF PETER H. SCHUCK, CONSUMERS UNION OF THE 
UNITED STATES, INC.

Mr. Schuck. Thank you, Mr. Chairman. We are pleased to be here 
today to testify on the important subject of truth-in-lending 
enforcement.

I  wanted to bring to your attention a particular incident which has 
come to our attention concerning enforcement by the Comptroller of 
the Currency in truth-in-lending compliance by national banks.

I  do not know how representative it is of the enforcement activities 
of the other Federal banking agencies but I  offer it for what it is 
worth. My suspicion, however, is that it is probably typical of the 
attitudes of other Federal banking regulators.

In  early May, we learned of a special survey that had been con
ducted by the Comptroller’s Office of truth-in-lending compliance by 
national banks. At a meeting of the Advisory Committee of the Comp
troller, it was announced that the Office had found “an alarming de
gree of substantial noncompliance” with regulation Z.

At that meeting, I  interrogated the official who was reporting on 
that survey and he responded that the Office had made the decision 
not- to make the findings public. When I  pressed them, they agreed to 
make the findings public but only so long as the bank names were 
deleted.

So far as I  can tell, they have never made either the bank names or 
the findings, without the bank names, public.

We spent the next 3y2  months try ing to persuade the Comptroller’s 
Office to divulge the survey and the names of the banks. In  the course 
of those discussions, we learned that several of the violations had in
volved lots of money and involved a course of conduct on the part of 
the banks extending over some period of time.

We also learned that the Comptroller’s Office had been engaged in 
lengthy negotiations with the banks in an effort to  obtain some rec
ognition of their violations and that these negotiations had been un
availing and had not led to any remedial action by the banks.

I  also learned that the Comptroller’s Office had not- informed the 
victimized consumers of what the Office had found in its survey and 
that, in some cases at least—perhaps all of the cases—the statute of 
limitations on the private cause of action contained in the T ruth in 
Lending Act had run.



21

We made a Freedom of Information Act request for this informa
tion. We indicated that we were not interested in the names of the 
borrowers from the banks or any other identifying details of the finan
cial transactions.

We did, however, want the names of the banks and a description of 
the kinds and magnitudes of violations that were involved.

The Comptroller’s Office denied our request, citing a number of 
exemptions which, in my legal opinion, are not applicable. They con
tinued to stress the right of privacy of the banks, even after we had 
made it clear that, by the nature of our request, the right of privacy 
of the borrowers was not at issue since we did not want any identify
ing details.

They also cited a Federal statute—12 U.S.C. 481—as a justifica
tion for withholding the data. This is an interesting citation since a 
cursory perusal of that section makes it clear that Congress actually 
authorized the Comptroller to release the entire examination report if 
the Comptroller made recommendations to a bank which the Comp
troller deemed were not beinsr complied with.

Therefore, far from constituting a blanket protection for examina
tion reports, the provision in question in fact contemplates that en
tire examination reports will be fully disclosed under certain 
circumstances.

As a result of our inability to obtain the documents, we brought suit 
on August 17, under the Freedom of Information Act and that suit is 
still pending.

I  submit that the pattern of conduct by the Comptroller’s Office that 
I  have just described is not law enforcement at all but is likely to have 
the effect of weakening the deterrents to violations of the law by 
protecting banks from the consequences of their violations.

The Consumer Credit Protection Act relies for its enforcement prin
cipally upon administrative penalties meted out by the Comptroller’s 
Office and the other banking agency and private civil remedies invoked 
by victimized consumers.

The protracted negotiations which have occurred and continue to 
occur with banks that have apparently engaged in systematic and 
substantial violations of the law make a mockery of the adm inistra
tive deterrent envisaged by section 108 of the act.

Similarly, the secrecy that shields banks from adverse publicity in 
the case of substantial violations weakens those deterrents. This is 
particularlv true when the agency—even if successful in its negotia
tions—will not penalize the offending banks but will simply restore 
them to the position they would have been in had they not violated 
the law.

An enforcement policy like this diminishes the incentive to comply 
with the law. Moreover, by failing to inform the victimized consumer 
of what the agency has found, the Comptroller has extracted the only 
remaining tooth in the enforcement bite that Congress built into the 
act.

Congress recognized that private enforcement must be the mainstay 
of the act and, to that end. provided important private remedies in 
section 130 of the act, including statutory minimum and punitive 
damages, statutory class actions, and statutory reimbursement for a t
torneys’ fees and costs.
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Yet, the Comptroller, by withholding his findings from the public 
and particularly from the borrower's, whose rights were apparently 
violated, has allowed the statute of limitations on those rights to 
expire.

Certainly, there is no legal bar to such disclosure. As I  have indi
cated, the provision which they cite contemplates this kind of dis
closure in precisely this kind of situation.

However, the act itself provides all sorts of protection to the banks 
such as the bona fide error defense and the 15-day correction period. 
I t  is at least as feasible for the Comptroller or the bank to inform the 
public or, at least, inform the victimized borrower about apparent 
violations of the truth-in-lending law in a manner that is fair to all 
parties as it is for the Consumer Product Safety Commission to in
form the public about apparently unsafe products as it is permitted 
to do under section 6(B) of the Product Safety Act.

In  sum, the Comptroller’s Office does not appear to have applied 
nearly as much imagination to figuring out ways to protect consumers 
from apparent violations of the act as it has to figuring out new 
arguments for protecting apparent violators from the administrative 
and private remedies established by Congress.

This subcommittee should press the new Comptroller to make public 
the results of all truth-in-lending compliance surveys and reports in 
a timely fashion and in a way that protects the borrowers confiden
tiality and is fair to the banks.

The regional offices of the bank regulatory agencies should follow 
the lead of many local consumer groups and conduct regular surveys 
by telephone and in person, officially and posing as consumers, of 
compliance by local banks.

Finally, if these hearings produce evidence that the enforcement 
efforts of the other regulatory agencies are as weak as the Comptrol
ler’s appear to be, the subcommittee should seriously consider urging 
the banking committees to remove enforcement authority from these 
agencies and place it in the Federal Trade Commission.

The FTC, of course, has substantial expertise in enforcement of 
tru th  in lending against nonbank creditors and would be free of the 
kind of regulatory ambivalence to which the Comptroller’s Office is 
so obviously subject.

Thank you.
Mr. Rosenthal. Thank you very much, Mr. Schuck. W ithout ob

jection, your entire statement shali be included in the record.
[Mr. Schuck’s prepared statement follows:]
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Prepared Statement of Peter H. Schuck, Consumers Union of the 
United States, Inc.

Mr. Chairman and Members o f  th e  Subcom m ittee:

I  w ish  to  th an k  th e  Subcom mittee f o r  i n v i t i n g  Consumers 

Union- to  t e s t i f y  a t  th e s e  h e a r in g s  con cern in g  th e  enforcem ent 

o f th e  Consumer C re d it P ro te c t io n  Act by th e  F e d e ra l a g e n c ie s .

As you may r e c a l l ,  Consumers Union was one o f th e  e a r ly  ad v o ca te s  

o f  t r u th - in - l e n d in g  l e g i s l a t i o n  and we r e t a i n  ou r I n t e r e s t  in  i t s  

v ig o ro u s  e n fo rcem en t.

I t  I s  f o r  t h i s  re aso n  t h a t  we w ish to  b r in g  to  your a t t e n t io n  

a d ism aying in s ta n c e  o f s e c re c y , s lu g g is h n e s s ,  and d e s u l to ry  t r u t h -  

in - le n d in g  enforcem ent by th e  C o m p tro lle r 's  O f f ic e .  I  cannot say 

w hether t h i s  example i s  t y p ic a l  o r a ty p ic a l  o f th e  a c t i v i t i e s  and 

a t t i t u d e s  o f  th e  bank r e g u la to ry  a g e n c ie s ,  f o r  I  have n o t i n v e s t i 

g a ted  t h i s  s u b je c t  g e n e r a l ly .  T h is p a r t i c u l a r  in s ta n c e  came to  my 

a t t e n t io n  in  my c a p a c ity  as a member o f th e  C o m p tro lle r 's  N a tio n a l 

A dvisory Com m ittee, and I  subm it i t  to  you f o r  w hatever l i g h t  I t  

may throw  on th e  s u b je c t  o f  th e s e  h e a r in g s .

D uring a m eeting  o f t h e  A d v io o ry  C o m m itte e  In  e a r ly  May, a 

member o f  th e  C o m p tro lle r 's  s t a f f  m entioned th a t  "a com prehensive 

ex am in atio n "  by t h e i r  o f f i c e  had re v e a le d  "an a la rm in g  d egree  o f 

s u b s ta n t i a l  non-com pliance" w ith  R e g u la tio n  Z by th e  su rveyed  ban k s, 

and in d ic a te d  to* th e  A dvisory Committee ( v i r t u a l ly  a l l  o f  whom were

1  Consumers Union i s  a n o n p ro f i t  membership o rg a n iz a t io n  c h a r te re d  
in  1936 under th e  laws o f th e  S ta te  o f  New York to  p ro v id e  i n f o r 
m a tio n , e d u c a tio n  and co u n se l about consumer goods and s e r v ic e s  
and th e  management o f th e  fam ily  incom e. Consumers U n ion 's 
income i s  d e r iv e d  s o le ly  from th e  s a le  o f  Consumer R e p o r ts , o th e r  
p u b l ic a t io n s  and f i lm s .  Expenses o f  o c c a s io n a l p u b lic  s e r v ic e  

•  e f f o r t s  may be m et, In  p a r t ,  by n o n r e s t r i c t i v e ,  noncom m ercial
g ra n ts  and f e e s .  In  a d d it io n  t o  r e p o r t s  on Consumers U n io n 's  own 
p ro d u c t t e s t i n g .  Consumer R e p o r ts , w ith  i t s  a lm ost 2 m il l io n  c i r 
c u la t io n ,  r e g u la r ly  c a r r i e s  a r t i c l e s  on h e a l th ,  p ro d u c t s a f e t y ,  
m ark e tp la ce  econom ics, and l e g i s l a t i ’ e ,  J u d i c ia l  and r e g u la to r y  
a c t io n s  which a f f e c t  consumer w e lf a re .  Consumers U n io n 's  p u b l ic a t i o n ’ 
c a r ry  no a d v e r t is in g  and re c e iv e  no com m ercial su p p o r t .
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b an k ers) t h a t  th e  o f f i c e  was e x h o rtin g  th e  n a t io n a l  banks to  ' t r y  

to  t ig h t e n  up your c o n t r o l s . " !  j  asked th e  sp e a k e r w hether th e  

r e s u l t s  o f  t h i s  su rvey  had been made p u b lic  and he s a id  th a t  th ey  

had n o t b een . When I  asked th e  re a s o n , he responded  t h a t  th e  i n 

fo rm atio n  was c o n f id e n t i a l .  I  p o in te d  ou t t h a t  w hatever c o n f i 

d e n t i a l i t y  argum ents m ight be made co n cern in g  some o f t h i s  in f o r m a t io r , 

i t  was c le a r  t h a t  a t  th e  v e ry  l e a s t ,  a summary o f  th e  su rv ey  r e s u l t s ,  

w ith o u t th e  names o f b an k s , shou ld  be made p u b l ic ,  p a r t i c u l a r ly  s in c e  

th e  Act was d esig n ed  so as t o  r e ly  upon c o n s id e ra b le  p r iv a te  e n fo rc e 

m ent. At t h i s  p o in t ,  th e  C o m p tro lle r , Mr. S m ith , i n t e r j e c t e d  to  

a s su re  me th a t  he would have no o b je c t io n s  t o  r e le a s in g  th e  f in d in g s ,  

so long as no bank names were d iv u lg e d .1 2  3 S u b se q u e n tly , th e  O ffice  

Inform ed me t h a t  th e  su rvey  had been conducted  by means o f l e t t e r s  

from th e  re g io n a l  o f f i c e s  to  b an k s, which e l i c i t e d  w r i t te n  subm issions 

by th e  ban k s, which were th e n  an a ly zed  by th e  C o m p tro lle r 's  O f f ic e .

On May 21, I  su b m itte d  a fo rm al r e q u e s t  f o r  th e  subm issions 

which th e  banks had made, as w e ll as th e  O f f i c e 's  a n a ly s is  o f  th o se  

su b m iss io n s . I  e x p l i c i t l y  re q u e s te d  th e  names o f th e  ban k s. On 

June 7 , my re q u e s t  was fo rm a lly  den ied  on th e  b a s is  o f exem ptions 

5 and 8 under th e  Freedom o f In fo rm a tio n  A c t, r e l a t i n g  to  In te ra g en c y  

memoranda and "e x am in a tio n , o p e ra t in g ,  o r c o n d it io n "  r e p o r t s ,  

r e s p e c t iv e ly .  I  was a ls o  Inform ed t h a t  s in c e  th e  nonc-com pliance 

had tu rn e d  up from "a lo c a l iz e d  t e s t  ex am in atio n  o f th e  banks 

in v o lv ed "  which was n e i th e r  a random nor s t a t i s t i c a l  sam pling  o f 

a l l  n a t io n a l  b an k s , " th e  r e s u l t s  cannot be J u s t l y  e x tr a p o la te d  to  

th e  n a t io n a l  banking  system  as a whole" and t h a t  I t  would th e r e f o r e  

be " u n fa ir  to  s in g le  ou t th e s e  in d iv id u a l  i n s t i t u t i o n s  f o r  a sub

j e c t i v e  d i s c lo s u r e .3

1 T ra n s c r ip t  o f  May 3 , 1976 N a tio n a l A dvisory Committee m ee tin g , 
p . 18.
2  I d ,  p . 22.

3 T his i s  a p p a re n tly  th e  p o lic y  o f th e  F e d e ra l Home Loan Bank Board 
as w e ll .  See l e t t e r  o f  A p ril  26 , 1976 from G arth  M arston , o f FHLBB 
to  C arl Shoolman, Esq.



In  my a d m in is t r a t iv e  a p p e a l,  d a te d  June 9 , 1 p o in te d  o u t t h a t  

exem ption 5 d id  n o t a p p ly , s in c e  th e  documents were n o t in te ra g e n c y  

memoranda b u t were re c e iv e d  from p r iv a te  p a r t i e s  o u ts id e  th e  agency 

and t h a t  exem ption 8 d id  no t a p p ly , s in c e  t h a t  exem ption was d esig n ed  

to  p r o te c t  in fo rm a tio n  co n ce rn in g  th e  b a n k s ' so lv en cy  o r  c o n f id e n t ia l  

f i n a n c ia l  c o n d it io n , n o t in fo rm a tio n  co n ce rn in g  th e  b a n k s ' v io la t io n s  

o f law . In  a d d i t io n ,  I  s t a te d  t h a t  even I f  th e  C o m p tro lle r  had th e  

l e g a l  r i g h t  to  w ith h o ld  th e  documents (w hich , In  our v iew , he does 

n o t)  th e  p u rposes o f th e  t r u th - in - l e n d in g  law would be se rv ed  by 

a d i s c r e t io n a r y  d is c lo s u r e  o f  th e  docum ents, and t h a t  th e  f a c t  th a t  

th e  su rv ey  r e s u l t s  could  no t n e c e s s a r i ly  be e x tr a p o la te d  to  th e  

e n t i r e  system  was a w holly  in a d e q u a te  re a so n  f o r  se c re c y .

On Ju ly  2 , th e  C o m p tro lle r 's  O ff ic e  ag a in  d en ied  my re q u e s t  

c i t i n g  th r e e  new ex em p tio n s , Ig n o rin g  th e  argum ents and a u th o r i t i e s  

which I  had c i t e d ,  and d i r e c t in g  my a t t e n t io n  to  12 U .S .C . §481, 

s t a t i n g  t h a t  ' I t  ap p ears  th a t  th e  O ff ic e  does n o t have th e  u n b r id le d  

d i s c r e t i o n  to  r e le a s e  ex am in atio n  r e p o r ts  t h a t  you a s s e r t .  '■ 12 U.S.C

§481, how ever, says n o th in g  o f th e  s o r t .  I t  n o t on ly  says n o th in g  

about w ith h o ld in g  such r e p o r ts  from th e  p u b lic  b u t in  f a c t  p ro v id e s  

s p e c i f i c a l l y  th a t  upon 90 days n o t ic e  to  a bank , th e  C o m p tro lle r 

may " p u b lish "  th e  ex am in atio n  r e p o r t  i f  th e  bank does n o t comply 

w ith  th e  e x a m in e r 's  recom m endations o r  su g g e s tio n s  w ith in  120 days 

in  a manner s a t i s f a c to r y  to  th e  C o m p tro lle r .

On J u ly  8 , I  t r i e d  once a g a in ,  p o in t in g  ou t t h a t  s in c e  our 

re q u e s t  d id  n o t ex tend  to  e i t h e r  th e  i d e n t i t y  o f  bank custom ers 

o r to  any d e t a i l s  o f  th e  f i n a n c ia l  t r a n s a c t io n s ,  bu t on ly  to  th e  

names o f  th e  banks and th e  e x te n t  o f t h e i r  noncom pliance w ith  th e  

law , th e  c o n f id e n t i a l i t y  argument was a red  h e r r in g  and c e r t a in ly  

cou ld  no t j u s t i f y  th e  w h o lesa le  and g e n e ra liz e d  w ith h o ld in g  o f 

th e  docum ents. I  th ere - o re  r e q u e s te d  th e  more p a r t i c u l a r i z e d  

j u s t i f i c a t i o n  o f  n o n -d is c lo s u re  t h a t  i s  r e q u ire d  by law . Vaughn 

v . R osen, 484 F .2d  820, 826-28 (D .C. C ir .  1973) c e r t , d en ied  415 

U.S. 977 (1 9 7 4 ).

S h o r t ly  t h e r e a f t e r ,  I  and Jo n a th an  Brown o f  th e  P u b lic  I n t e r e s t  

R esearch  Group met w ith  th e  C o m p tro lle r  and some members o f  h i s  s t a f f



In  re sp o n se  to  ou r q u e s t io n s ,  th ey  inform ed us t h a t  n e a r ly  a l l  o f 

th e  banks which had been surveyed  had been found to  be in  non- 

co m p lian ce ;1  t h a t  th ey  deemed many o f th e  v io la t io n s  to  be " te c h n ic a l  

b u t th a t  a few o f  th e  v io la t io n s  had a p p a re n tly  o c cu rre d  ov er some 

p e r io d  o f tim e and in v o lv ed  a g re a t  d e a l  o f  money. They in d ic a te d  

t h a t  th ey  were a tte m p tin g  to  p e rsu ad e  th e  o f fe n d in g  banks to  repay 

th e  o v e rc h a rg e s , bu t some o f th e  b an k s, in c lu d in g  some w ith  su b s ta n 

t i a l  v io la t io n s ,  co n tin u e d  t h e i r  r e f u s a l  to  make r e s t i t u t i o n .  I  

asked w hether th e  O ff ic e  had inform ed th e  v ic t im iz e d  consumers o f 

i t s  f i n d in g s , and was to ld  t h a t  I t  had n o t . I  th e n  asked w hether 

th e  s t a t u t e  o f  l im i ta t io n s  had ru n  on th e s e  v io la t io n s  w h ile  th e  

C o m p tro lle r was s e c r e t ly  n e g o tia t in g  w ith  th e  b a n k s . The answer 

was "p ro b a b ly ''.  Mr. Brown In q u ire d  w hether th e  r e s t i t u t i o n  th a t  

th e  C o m p tro lle r 's  O ff ic e  e n v is io n e d  was sim ply  r e s t i t u t i o n  o f th e  
d i f f e r e n c e  betw een what th e  consumer p a id  and what he o r  she 

sh o u ld  have p a id ; th e  answer was " y e s " , th u s  im ply ing  th a t  no 

p e n a lty  f o r  non-com pliance was to  be im posed.

What was perh ap s most s t r i k in g  to  me about t h i s  m eeting  was 

how p le a se d  and proud th e  C o m p tro lle r and s t a f f  were o f th e s e  

e f f o r t s .  They h o n e s t ly  b e lie v e d  t h a t  th e y  were engaged in  v igo rous 

enforcem ent o f  th e  law and were p r o te c t in g  th e  r i g h t s  o f consum ers. 

In d eed , th e y  s t a te d  t h a t  th ey  were u p g rad in g  t h e i r  exam ination  

p ro c ess  to  d e te c t  more such v io la t io n s  in  th e  f u tu r e .

Ort J^ugust 17 , a f t e r  numerous phone c a l l s  had f a i l e d  to  

e l i c i t  any re sp o n se  t o  my Ju ly  8 l e t t e r ,  we f i l e d  s u i t  a g a in s t  th e  

C o m p tro lle r under th e  Freedom o f In fo rm a tio n  Act in  o rd e r  to  o b ta in  

jthe  docum ents. T h is s u i t ,  which i s  s t i l l  in  i t s  i n i t i a l  s ta g e s ,

(w il l  be th e  f i r s t  to  in v o lv e  d i r e c t l y  th e  scope o f  th e  8th exem ption

1  See a l s o ,  l e t t e r  d a te d  March 1 , 1976 from James R. Sm ith , 
C o m p tro ller o f  th e  C urrency , to  S e n a to r Jo sep h  R. B id en , J r . ,  
s t a t i n g  th a t  " th e  number o f  v io la t io n s  n o ted  in  fo rm al r e p o r ts  
o f  exam ination  s in c e  1969 i s  s u b s t a n t i a l . . . "



L a te r  th a t  d ay , I  f i n a l l y  re c e iv e d  a re sp o n se  to  my Ju ly  8 

l e t t e r ,  i n s i s t i n g  t h a t  a lth o u g h  I was n o t se e k in g  in fo rm a tio n  t h a t  

would invade th e  p r iv a c y  o f  bank c u s to m e rs , th e  p r iv a c y  o f  th e  

banks must be re s p e c te d .

I  subm it t h a t  th e  p a t t e r n  o f conduct by th e  C o m p tro lle r 's  

O ff ic e  t h a t  I  have j u s t  d e sc r ib e d  i s  n o t law en fo rcem en t a t  a l l ,  

b u t i s  l ik e l y  to  have th e  e f f e c t  o f  weakening th e  d e te r r e n t s  to  

v i o la t io n s  o f  th e  law by p r o te c t in g  banks from th e  consequences 

o f t h e i r  v io la t io n s .  The Consumer C re d it  P r o te c t io n  Act r e l i e s  

f o r  i t s  enforcem ent p r in c ip a l ly  upon a d m in is t r a t iv e  p e n a l t ie s  m eted 

ou t by th e  C o m p tro lle r 's  O ff ic e  and o th e r  banking  a g e n c ie s ,  and 

p r iv a te  c i v i l  rem edies invoked  by v ic t im iz e d  consum ers. The 

p r o t r a c te d  n e g o tia t io n s  which have o c cu rre d  (and c o n tin u e  t o  o ccu r) 

w ith  banks t h a t  have a p p a re n tly  engaged in  sy s te m a tic  and sub

s t a n t i a l  v i o la t io n s  o f th e  law make a mockery o f  th e  a d m in is t r a t iv e  

d e te r r e n t  env isag ed  by S e c tio n  108 o f  th e  A ct. S im i la r ly ,  th e  

se c re c y  th a t  s h ie ld s  banks from a d v erse  p u b l ic i ty  in  th e  case  o f 

s u b s ta n t i a l  v io la t io n s  weakens th o se  d e te r r e n t s .  T h is  i s  p a r 

t i c u l a r l y  t r u e  when th e  ag en cy , even i f  s u c c e s s fu l  in  i t s  n e g o t ia t io n  

w i l l  n o t p e n a l iz e  th e  o ffe n d in g  bank but w i l l  sim ply  r e s to r e  i t  to  

th e  p o s i t io n  i t  would have been in  had i t  no t v io la te d  th e  law . An 

enforcem ent p o lic y  l ik e  t h i s  d im in ish e s  th e  in c e n t iv e  to  comply w ith  
th e  law .

M oreover, by f a i l i n g  to  inform  th e  v ic t im iz e d  consumer o f what 

th e  agency has fo u n d , th e  C o m p tro lle r  has e x tr a c te d  th e  on ly  r e 

m aining to o th  in  th e  enforcem ent " b i te "  t h a t  C ongress b u i l t  in to  

th e  A ct. C ongress re co g n ize d  t h a t  p r iv a te  en forcem ent must be th e  

m ain stay  o f th e  A c t, and to  th a t  end p ro v id ed  im p o rta n t p r iv a te  

rem edies in  S e c tio n  130 o f th e  A ct, in c lu d in g  s t a tu to r y  minimum 

and p u n i t iv e  dam ages, s t a tu to r y  c la s s  a c t i o n s ,  and s t a tu to r y  re im 

bursem ent f o r  a t t o r n e y s ' fe e s  and c o s t s .  Yet th e  C o m p tro lle r ,  by 

w ith h o ld in g  h is  f in d in g s  from th e  p u b lic  — and p a r t i c u l a r ly  from 

th e  borrow ers whose r i g h t s  were v io la te d  — has a llow ed  th e  s t a t u t e  

o f  l im i ta t io n s  on th o se  r i g h t s  to  e x p ir e .  C e r ta in ly ,  th e r e  i s  no
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l e g a l  b a r  to  such d i s c lo s u r e ;  In d e ed , 12 U .S .C . §481 co n tem p la te s  

t h i s  k ind  o f  d i s c lo s u r e 1  In  p r e c i s e ly  t h i s  k in d  o f  s i t u a t i o n .  

C e r ta in ly ,  th e  Act p ro v id es  a l l  s o r t s  o f  p r o te c t io n  to  th e  bank, 

such as th e  "bona f id e  e r r o r "  d e fen se  and th e  15-day c o r re c t io n  

p e r io d ,  and i t  i s  a t  l e a s t  as f e a s ib l e  f o r  th e  C o m p tro lle r  o r  th e  

bank to  in form  th e  p u b lic  (o r  a t  l e a s t  th e  v ic t im iz e d  borrow er) 

about ap p aren t v io la t io n s  o f th e  t r u th - in - l e n d in g  law in  a manner th f  

i s  f a i r  to  a l l  p a r t i e s  as i t  i s  f o r  th e  Consumer P ro d u c t S a fe ty  

Commission to  in form  th e  p u b lic  about a p p a re n tly  u n sa fe  p ro d u c ts .

See S e c tio n  6 ( b ) ,  Consumer P roduct S a fe ty  A ct.

In  sum, th e  C o m p tro lle r 's  O ff ic e  does n o t ap p ea r to  have 

a p p lie d  n e a r ly  as much im a g in a tio n  to  f ig u r in g  o u t ways to  p ro te c t  

consum ers from a p p a re n t v io la t io n s  o f th e  Act as i t  has t o  f ig u r in g  

out new argum ents f o r  p r o te c t in g  a p p a re n t v i o l a t o r s  from th e  ad

m in i s t r a t i v e  and p r iv a te  rem edies e s ta b l i s h e d  by C o n gress. T his 

Subcom mittee sh o u ld  p re s s  th e  new C o m p tro lle r  to  make p u b lic  th e  

r e s u l t s  o f  a l l  t r u th - in - l e n d in g  com pliance su rv ey s and r e p o r t s  in  

a tim e ly  f a s h io n ,  and in  a way t h a t  p r o te c ts  th e  b o rro w e rs ' con- 

f l d e n t i a l i t y 2  and i s  f a i r  to  th e  b an k s. The r e g io n a l  o f f i c e s  o f 

th e  bank r e g u la to r y  a g en c ie s  sh o u ld  fo llo w  th e  le a d  o f  many lo c a l  

consumer groups and conduct r e g u la r  su rv ey s by te le p h o n e  and in  

p e rso n , o f f i c i a l l y  and p o sin g  as consum ers o f  com pliance by lo c a l  

b anks. F in a l ly ,  i f  th e s e  h e a r in g s  p roduce ev id en ce  t h a t  th e  

enforcem ent e f f o r t s  o f  th e  o th e r  bank r e g u la to r y  a g en c ie s  a re  as 

weak a s  th e  C o m p tro lle r 's  ap p ear to  b e , th e  Subcom m ittee should  

s e r io u s ly  c o n s id e r  u rg in g  th e  banking  com m ittees to  remove e n fo rc e 

ment a u th o r i ty  from th e s e  a g en c ie s  and to  p la c e  i t  in  th e  F e d e ra l

Trade Commission. The FTC, o f  c o u rse ,  h as s u b s t a n t i a l  e x p e r t is e  

in  en forcem ent o f  t r u th - in - l e n d in g  a g a in s t  non-bank c r e d i to r s  

and would be f r e e  o f  th e  k in d  o f  re g u la to ry  am bivalence to  which 

th e  C o m p tro lle r 's  o f f i c e  i s  so o b v io u sly  s u b je c t .

1  In  f a c t ,  12 U .S .C . §481 c o n tem p la te s  d i s c lo s u r e ,  u nder such c i r 
cum stances , o f  th e  e n t i r e  exam in atio n  r e p o r t , n o t sim ply  th e  p o r t io n  
to  which th e  C o m p tro lle r o b je c t s .

In  th e  C o m p tro lle r 's  su rvey  d e sc r ib e d  above, th e  banks were en 
couraged  to  d e le te  th e  names o f  borrow ers when f i l l i n g  o u t th e  
q u e s t io n n a i r e .

4
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Mr. Rosenthal. Mr. Connell.

STATEMENT OF LAWRENCE CONNELL, JR., BANK COMMISSIONER, 
STATE OF CONNECTICUT

Mr. Connell. Thank you, Mr. Chairman.
My name is Lawrence Connell. I am bank commissioner for the 

State of Connecticut. I thank you for this invitation to testify before 
this committee with respect to the truth-in-lending compliance in 

- Connecticut.
As stated earlier, our State is one of the five that have been granted 

authority by the Board of Governors of the Federal Reserve System 
to enforce truth-in-lending laws with respect to State-chartered 

* institutions.
Before addressing the specific issues outlined in your letter of 

August 20, I wish to take a few moments to describe the organization 
and function of the Connecticut Banking Department.

Within the structure of State government. Connecticut’s Banking 
Department does not differ from most other States. I t supervises State- 
chartered depository institutions such as commercial banks, mutual 
savings banks, savings and loan associations, and credit unions.

However, the department also has responsibility for the licensing 
and supervision of broker/dealers and investment advisers and more 
relevant to this hearing is the department’s responsibility in its con
sumer credit division to license and regulate small loan companies, 
retail installment lenders, debt adjusters, and debt collection agencies, 
as well as enforcement of credit laws such as truth in lending, over 
all State-chartered lenders.

Thus, the Connecticut Banking Department has traditionally had 
a broader jurisdiction than the Federal agencies in the consumer pro
tection area. The Consumer Credit Division of our department has 
existed in one form or another for many years as a unit separate and 
distinct from the Bank Examination Division.

The personnel of the Consumer Credit Division specialized in com
pliance enforcement and did not concern themselves with issues of 
solvency and liquidity. Prior to enactment of truth in lending, those 
that were with the division examined small loan companies for com
pliance with our older consumer credit laws: basically collection prac
tices, fraudulent advertising, and things of that sort.

A Therefore, the personnel in the division were trained to think con
sumer protection.

We believe specialization has made them more proficient in under
standing the complex truth-in-lending law. In fact, until the enact
ment of the Federal truth-in-lending laws, States alone had regulated 
consumer credit through their licensing of consumer finance com
panies.

In seeking to improve the effectiveness of Federal consumer pro
tection laws, it is important to recognize the significant role played by 
States in this area of public law and to draw upon their strengths.

To date, Federal efforts on consumer protection have been directed 
toward superimposing responsibility for consumer protection law 
upon agencies that were not structured to deal with the matter; 
agencies whose principal responsibility was quite foreign to the con
cepts of consumer protection.

79-848 0  -  77 - 3
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The primary obligation of the Board of Governors is monetary 
policy. The Federal Deposit Insurance Corporation is an insuring 
agency for depository institutions and the Comptroller of the Cur
rency and the Federal Home Loan Bank Board were charged with 
the development of their industry as well as the supervision of it.

None of them really had a history of consumer protection responsi
bilities such as exists in State administration. Because of this, I believe 
that greater use of local enforcement agencies would result in more 
effective administration of Federal consumer protection laws.

Now to reply to your specific questions.
First, the description of truth-in-lending examination procedures 

in Connecticut. Each banking organization within the jurisdiction of 
the bank commissioner is visited on a regular basis yearly or more 
often as may be required.

As stated earlier, truth-in-lending inspections are conducted by 
examiners specially trained for truth-in-lending and consumer credit 
compliance. Such inspections are the sole responsibility of these ex
aminers.

During the inspection, each category of credit transaction is ex
amined to determine whether the disclosures are in compliance with 
the regulations and properly reflective of bank practices. Numerical 
disclosures are recalculated and descriptive disclosures compared with 
bank practices.

Each transaction noted to be in violation is listed and reviewed with 
management during a presentation which is conducted at the close 
of the examination. During that time, bank management is encouraged 
to discuss any problem areas or questions related to disclosure of 
credit terms.

A copy of the examination report is forwarded to the bank together 
with a covering letter which requests a detailed description of the 
remedial action taken both with respect to individual loans and overall 
practices.

Also, I  might add, a copy of this report is provided the respective 
Federal agency.

In the case of individual loans, corrective disclosures, new rights of 
rescission, and monetary adjustments are specified, as appropriate. 
The bank’s response, then, is carefully compared to the examination 
report to insure the adequacy of remedial action. Followup is con
ducted as needed.

Examinations of small loan licensees, sales finance licensees, credit 
unions, and retail creditors are conducted in a similar manner and the 
department also monitors local newspaper advertising for compliance.

Second, efforts to bring about compliance with the truth-in-lending 
law. Currently, two methods to accomplish compliance are employed. 
The first involves our examination and enforcement activities discussed 
earlier.

After a number of years of experience with the law, we felt that 
financial institutions should have been familiar with it; therefore, 
merely informing the creditor repeatedly of errors became insufficient, 
in my opinion, and constituted an inadequate enforcement effort.

After 7 to 10 years of experience with truth in lending, it was time 
that the enforcement authority recognized its responsibility to assure 
consumer redress with respect ito violations of law.
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While there were no specific provisions for such action in the 
statute, Connecticut law did provide a general administrative remedy; 
disclosure of the error to the consumer. However, that action alone 
might have resulted in a lack of understanding by the consumer of 
the complex violation and hence no effective redress as the notice 
might have been thrown away, or extensive class action litigation 
might result in our already overcrowded courts.

In Connecticut, we chose the middle ground as a first step which was 
to direct the financial institution to provide redress. In other words, 
rebates and disclosures directly to the consumer. If  the financial in
stitution refused, the department would then disclose the violation di
rectly to the consumer pursuant to its authority under section 36-16 
of the Connecticut general statutes and would inform the customer 

„ of his or her civil remedies.
So far, no financial institution has refused our request.
The second approach we employ in bringing about greater com

pliance involves education of industry groups in addition to educa
tion of consumer groups. The Federal enforcement thrust with respect 
to education has been to educate and inform the consumer of the 
principles of truth-in-lending disclosures.

As the law has become more complex, we found an increasing 
interest on the part of creditors in Connecticut to have their staff and 
line personnel educated in the current consumer credit laws in gen
eral and truth in lending in particular.

During the past year, the department participated in several semi
nars sponsored and requested by industry groups for this purpose. 
In addition, the department participated in a day-long seminar super
vised by our Connecticut Consumer Protection Department where both 
consumer interests and industry personnel were present.

Therefore, in Connecticut, enforcement is not a one-way street. We 
recognize an obligation to educate creditors on their responsibilities, 
as well as consumers on their rights.

I  should add that we have attended many seminars to educate 
consumers as a separate matter.

I  might also add that, in terms of assuring compliance, over just 
the last week or two we approved a loan form—probably one of the 

* few times it has been done in the country—to insulate the particular 
form from being in suit for being in violation of the truth-in-lending 
law.

That particular form was the Connecticut Student Loan Foundation 
form. We had found, because of a challenge to the form, that the 
student loan program was about to break down in Connecticut just 
before school tuitions had to be paid.

Therefore, for the student loan foundation which had been a 
participant banker which had been challenged on their form and 
sued, we reviewed the forms and approved them. I  believe this is the 
first time that that has been done.

I am not sure that could be done at a Federal level with all the 
forms that could be submitted all over the country to the Federal 
Reserve Board, but it indicates a particular ability of local jurisdic
tions to deal with local problems.

No. 3, the merits of noncompliance disclosure. We are considering 
implementing a noncompliance disclosure policy in Connecticut. I 
would go farther to say that we intend to.
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Traditionally, bank examination results were considered a matter 
to be kept in the strictest confidence. Knowledge of bank examination 
results was shared only with the particular bank’s management and 
directorate.

Disclosure or publication of the examination results in the case of 
national banks under 12 U.S.C. 481 was considered a drastic measure 
of last resort. Fear of a run on the particular bank was considered too 
great a risk and costly for the benefits to be derived from publication.

In essence, it was felt that the disclosures would be self-defeating.
In the past, the violations of law that might be disclosed under 12 

U.S.C. 481 were such matters as improper practices involving insider 
dealings, excessive loans or other unsound banking practices.

These are matters that affect the solvency of the bank and often 
publication would have brought about the very result the regulators 
were seeking to prevent; namely, failure of the particular bank.

Violations of consumer protection laws are quite another matter. 
Except in very unusual cases, they would not result in a threat to the 
safety and soundness of the particular institution.

The limits on class action recoveries, furthermore, offer an addi
tional insulation from excess exposure. I believe the publication of 
noncompliance could encourage greater enforcement compliance, par
ticularly in areas of the country where enforcement might not have 
been strong in the past.

Disclosures might also educate the public to the complexity of and 
the problems with the law. It is overly complex as we have heard so 
many times, but I am not at nil sure that this is fully recognized.

Disclosure of noncompliance might then work to the favor of 
creditors in promoting more attention to greater understanding of 
creditor problems. Presently in Connecticut we are determining how 
and what we would disclose in the nature of noncompliance.

We have no problem with disclosure, per se, of noncompliance, but 
only at what level of violations the benefits of disclosure would out
weigh the unnecessary burden of embarrassment due to an inadvertent 
or truly minor technical violation.

Quite frankly, insofar as monetary rebates are concerned, we are 
groping for a particular dollar-triggering amount. Insofar as non
monetary corrections are concerned, we are looking for a proper error 
ratio and will be following developments at these hearings for guid
ance in this area.

I hope these remarks are responsive to your request.
In conclusion, I must again emphasize the importance of bringing 

consumer credit enforcement as close, geographically, to consumers as 
possible.

Big business spawned the consumer movement and I am not sure 
that big government is the proper cure. Rather than requiring an 
extensive buildup of Federal forces in this effort which would be 
located in only some 15 or so cities in the country, I  would suggest 
greater incentive to State authorities to seek Federal exemptions.

Moreover, I do not believe we need absolute uniformity of statutory 
language and would suggest greater flexibility in administering that 
aspect of truth-in-lending regulation.

Thank you.



Mr. Rosenthal. Thank you very much, Mr. Connell, for a thought
ful and enlightening statement.

Mr. Quinn.

STATEMENT OP JOHN E. QUINN, SUPERINTENDENT, DEPARTMENT 
OF BUSINESS REGULATION, STATE OF MAINE

Mr. Quinn. I wish to thank the chairman for his kind invitation to 
testify before the subcommittee this morning.

Mr. Rosenthal. I just wanted to say for the record. Ms. Greenwald, 
I was wondering why you are at the bottom of the list until I found 
out it is made up alphabetically by States.

Mr. Drinan. Mr. Chairman, I  reserve the right to charge dis
crimination. [Laughter.]

Mr. Quinn. My testimony concerns the experience of the Maine 
Bureau of Consumer Protection in seeking compliance with our con
sumer credit protection laws.

When I first joined the newly created bureau in August of 1974, 
I found a staff which included five field examiners. These five ex
aminers were responsible for examining the State’s financial institu
tions, for compliance with truth in lending under Maine’s exemption 
from the Federal act.

Prior to the creation of our agency, these truth-in-lending examiners 
had operated under the direction of the State’s bureau of banks and 
banking. Upon reviewing the banking bureau’s truth-in-lending 
examinations for prior years, it became clear that a great many of our 
financial institutions consider these examinations as nothing more than 
internal audits provided to the banks at the taxpayers’ expense.

I t was also evident from the recurrence of cited violations at various 
banks that these institutions had not been persuaded that substantial 
compliance with truth in lending was justified on a cost-benefit basis.

We have altered their thinking on that point merely by enforcing 
the law. Operating on the premise that our banks have had more than 
6 years to adjust to the basic principles and requirements of truth- 
in-lending, I notified our financial institutions that substantive truth- 
in-lending violations uncovered in future examinations would be 
treated as violations of the law and not merely errors as had been the 
practice during the preceding 5-year period.

I  should note that mv definition of a substantive truth-in-lending 
violation is somewhat limited. The failure to properlv disclose the 
APR or the total finance charge are the two principal areas which 
com p  w ith in  this definition.

If  the intent of truth in lending is to permit consumers to shop 
for credit, then these are the tools that are of particular concern to 
consumers. I believe it would be an unconscionable practice on the 
part of the State to exoose a bank or any creditor, for that matter, 
to substantial liabilitv for an obvious error or a mere technical viola
tion of truth in lending when, in fact, truth in lending is presently 
so complicated a maze of regulations and interpretations that creditors 
in a rural State such as Maine are hard pressed to find legal counsel 
who can render unequivocal advice on many of the questions arising 
from the law.
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However, the failure or refusal of a bank to properly disclose the 
annual percentage rate or the total finance charge is beyond excuse 
after 7 years of truth in lending.

Consequently, whenever this type of violation is uncovered in an 
examination, we give written notice of the alleged violation to the 
institution immediately. We then notify the borrower of the alleged 
violation and of the fact that their right to seek a civil penalty will 
expire 1 year from the date on which the transaction occurred.

The notice to the borrower further states that the creditor has 
been requested to refund any overcharge resulting from the alleged 
violation and that if the creditor should refuse to refund the over
charge the bureau will pursue the matter.

We have been using variations of this approach for the past V/2 
years. During that time, we have observed a significant increase in the ,
degree of truth-in-lending compliance by Maine’s financial institutions.

A number of banking organizations which had previously been cited 
by our predecessor, the bureau of banks and banking, for numerous 
recurring substantive violations are now examined without uncovering 
a single substantive violation.

Larger banking systems which may have required a 2-week examina
tion just 2 years ago may now be examined in a few days by one 
examiner. This is due simply to the fact that the banks themselves have 
finally instituted internal safeguards and review procedures to prevent 
truth-in-lending violations.

These internal procedures could have and should have been insti
tuted years ago. however, the reluctance of our hanking bureau to 
offend the banking industry or to expose any bank to civil liability at 
that time led our financial institutions to conchide, reasonably enough, 
that the State’s examination for truth-in-lending compliance was of 
no particular consequence.

This attitude proved costly to Maine taxpayers who were being re
quired to pay the wages and expenses of the five examiners who were, 
in effect, providing the banks with a no-cost examination.

Today, as well as for the past year, we have but one field examiner 
who is responsible for examining our financial institutions and other 
major creditors for compliance with both truth in lending and Maine’s 
consumer credit code. *

The cost of this examiner is now borne by the banks he examines.
Today, our truth-in-lending examinations are conducted for the benefit 
of the credit-purchasing public, rather than as a bureaucratic courtesy 
extended to financial institutions. *

I believe our cost-effective approach could onlv have been developed 
within an independent governmental agency, unrestrained bv the cus
tomary concerns and priorities of an ae-ency primarily responsible for 
the, liquidity status of financial institutions.

As an example, in June of this year our field examiner uncovered 
345 substantive truth-in-lending violations in loans granted by a smgle 
Maine bank during the preceding 12-month period. In each of these 
loans, the bank had diseased onlv 1 month’s finance charge as the total 
finance charge. Despite the fact that the bank had been warned about 
such practices in both 1970 and 1972, the bank had returned to the 
practice and virtually all of its consumer loans had been written in 
this manner since January 1,1975.
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While our bureau did not conduct a truth-in-lending examination of 
this bank during 1975, the bank was, however, examined for compli
ance with truth in lending by the FDIC in November of 1975.

It is evident that the FDIC examiners did not, in fact, review a 
single consumer loan issued by this bank in 1975. Had they done so, 
the violations would have been recognized immediately.

Even the most inexperienced examiner should be able to detect an 
apparent violation when, for example, a 3-year car loan discloses a 
total finance charge of only $28.

M We have experienced similar problems with the Comptroller of the
Currency. These problems are rooted in the fact that the Comptroller 
refuses to allow our State examiners into the national banks to review 
for compliance with our consumer credit laws.

* While the Comptroller is required, in theory, to insure compliance
with truth in lending and State consumer protection laws in the na
tional banks in Maine, there is considerable evidence that its responsi
bility in this area is viewed by that agency as a growing nuisance.

We have pressed the regional administrator on several occasions 
to explain why the Comptroller’s Office continues to refuse to notify 
Maine consumers when a violation of our consumer credit code is 
found in a national bank.

The regional administrator has responded in writing that they 
would notify consumers of violations only as a last resort.

It was also stated that the Comptroller’s Office refuses to hold public 
hearings to determine the extent or existence of violations because such 
activity might result in a run on a national bank.

Notwithstanding the Comptroller’s obvious reluctance to enforce 
our statutes in the national banks, the Maine Consumer Credit Code 
requires our agency to notify consumers of all credit code violations 
uncovered and to hold public hearings in disputed cases.

In line with these requirements, we notify consumers of both the 
existence of the violation, as well as their rights arising from such 
violations.

As a further indication of the Comptroller’s inability or refusal to 
enforce consumer protection laws, it should be noted that during our 
examination in April of 1976 of a State-chartered bank which had 

\  recently converted from a national bank charter, our examiners were 
informed by bank officers that Federal examiners had never examined 
the bank for compliance with truth in lending prior to the fall of 

M 1975..
This bank had been requested at that time to forward copies of vari

ous types of consumer transactions to the regional administrator 
and subsequently had taken steps to insure compliance with truth in 
lending to the extent suggested by the Comptroller’s Office.

I would note that, prior to our examination, bank officials were 
unaware of the proper p rocedures to be followed in as fundamental an 
operation as rescindable transactions. Our examination also uncovered 
numerous truth-in-lending and Maine consumer credit code viola
tions which could only have been corrected by an onsite investigation 
of the bank’s consumer credit transactions.

Thus, the Comptroller’s inability or refusal to enforce Maine’s con
sumer credit laws on the national banks under its control has resulted



36

in a discriminatory enforcement situation which continues to operate 
for the benefit of the national banks.

I believe these examples concerning the FDIC and the Comptroller 
point up the inherent conflict which arises whenever one agency has 
the dual responsibility for conducting examinations for compliance 
with both consumer protection and liquidity requirements.

I believe you will find that the performance of both the FDIC and 
the Comptroller prove that this dual responsibility is incompatible. I 
further believe that a cost-effective program of enforcement of con
sumer credit protection laws can only be accomplished through an 
independent agency.

Presently the enforcement of such laws by the FDIC and the Comp
troller takes place within an atmosphere where the interests of con
sumers are, at best, of secondary importance.

Thank you.
Mr. Rosenthal. Thank you very much, Mr. Quinn, for a thoughtful 

and, I  must say, direct statement.
[The appendix to Mr. Quinn’s statement follows:]



37

Appendix A

Jo h n  E Q u in n  D E P A R TM E N T O F B U S IN E S S  R E G U LA TIO N
SUPERINTENDENT B U R E A U  O F  C O N S U M E R  PR O TE C TIO N

XfflUOQDttiWiXiKKX SI Chapel S t r e e t
AUGUSTA. MAINE 04330  

12071 269 3731

This Bureau has n o t i f ie d  _________ y Rank_________________ th a t  i t  appears
from our re c e n t exam ination  th a t  th e  c r e d i to r  has v io la te d  th e  T ru th - in -
Lending Act in  your loan  t r a n s a c t io n  dated  ____________________________
as fo llow s:

1. F a ilu re  to  d is c lo s e  th e_________________________ .
2. In c o r re c t d is c lo s u re  o f  the__________________________ .

We are ad v is in g  you th a t  the  law p rov ides th a t  a p e n a lty  o f  tw ice the 
amount o f  f in an ce  ch a rg e , not le s s  than  $100 nor more than  $1000, must be 
paid  to  the  consumer i f  the c o u rt ag rees  th a t  a v io l a t i o n  has occu red . To 
secu re  th i s  p en a lty  you must f i l e  s u i t  w ith in  one yea r from th e  d a te  your 
loan  was o b ta in ed .

We have req u es ted  th e  c r e d i to r  to  re b a te  o r c r e d i t  in  your b e h a lf  the
amount of_________________ . We assume th a t  your recovery  in  a c o u r t o f  law
would be reduced by th e  amount o f any re b a te  by the  c r e d i to r .

You may w ish to  d isc u ss  your r ig h t s  w ith  a law yer. We w i l l  make a v a ila b le  
to  in te r e s te d  p a r t i e s  th e  r e s u l t s  o f  our re se a rc h  in  Ll.is a re a  o f  th e  law.

S uperin tenden t

JEQ/nmd

Four M ason* for Ma.
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Jo h n  E. Q u in n  
SUPERINTENDENT

D EPA R TM E N T O F B U S IN E S S  R E G U LA TIO N  
B U R E A U  O F  C O N S U M E R  PR O TE C TIO N

HOOKJfKBOCKXHMCK 51 C h ap el S t r e e t
AUGUSTA. MAINE 04330

12071 289 -3731 May 12 , 1976

ADVISORY OPINION #1

Re: I n c o r r e c t  APR D is c lo s u r e s

D e s p i te  t h e  f a c t  t h a t  c r e d i t o r s  in  M aine h av e  b e e n  s u b je c t  to  T ru th - in -L e n d in g  

s in c e  1969, t h e  B u reau  ex am in e rs  c o n tin u e  to  f in d  consum er c r e d i t  t r a n s a c t i o n s  w here  

th e  c r e d i t o r  f a l l s  t o  p r o p e r ly  d i s c l o s e  e i t h e r  t h e  APR o r  th e  amount o f  th e  f in a n c e  

c h a rg e .  T h is  I n c lu d e s  a number o f  c a s e s  w here  th e  c r e d i t o r  f a i l s  to  d i s c l o s e  any 

APR o r  f in a n c e  c h a rg e .  W hile  I  a g re e  t h a t  c e r t a i n  r e q u ir e m e n ts  o f  T ru th - in -L e n d in g  

a p p e a r  to  p la c e  an  undue b u rd en  upon c r e d i t o r s ,  m e a n in g fu l d i s c l o s u r e  o f  th e  APR and 

th e  amount o f  t h e  f in a n c e  c h a rg e  a r e  e s s e n t i a l  t o  th e  p r o t e c t i o n  and e d u c a t io n  o f

th e  c r e d i t- c o n s u m e r .

T h is  l e t t e r  i s  t o  a d v is e  you t h a t  i t  s h a l l  b e  B ureau  p o l ic y  t h a t  c r e d i to r s  

w i l l  b e  l im i t e d  t o  im p o sin g  a  f in a n c e  c h a rg e  no g r e a t e r  th a n  th e  low er o f  th e  d i s 

c lo s e d  APR o r  th e  f in a n c e  c h a rg e .  In  any  c a se  w here  t h e  c r e d i t o r  r e f u s e s  to  v o lu n 

t a r i l y  r e b a t e  o r  c h a rg e  o f f  a g a in s t  th e  c o n su m e r 's  o b l ig a t io n  th e  e x c e s s  c h a rg e , 

th e  m a t t e r  w i l l  b e  p u rsu e d  by  th e  B ureau  a s  an  o v e rc h a rg e  v i o l a t i o n .  C r e d i to r s  

w i l l  n o t ,  ho w ev er, b e  r e q u i r e d  to  r e d u c e  th e  amount o f  th e  f in a n c e  c h a rg e  by m ore 

th a n  $ 1 ,0 0 0  in  l i n e  w i th  t h e  c i v i l  l i a b i l i t y  l i m i t  e s ta b l i s h e d  u n d e r  T ru th - in -L e n d in g .

The B u re a u 's  n o t i c e  t o  consum ers w i l l  s t a t e  th e  B u r e a u 's  a s su m p tio n  t h a t  any 

p e n a l ty  aw arded  by  th e  c o u r t s  w ould be  red u c e d  by th e  amount r e b a te d  by th e  c r e d i t o r  

i n  c o m p lian c e  w i th  t h i s  A d v iso ry  O p in io n .

JE Q /jh

Jo)ln E . QuiAn
S u p e r in te n d e n t
B ureau  o f  Consumer P r o te c t io n
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Mr. Rosenthal. Our next witness is Ms. Carol Greenwald, the 
commissioner of banks for the State of Massachusetts.

Mr. Drinan. Thank you, Mr. Chairman.
I want to welcome particularly Ms. Carol Greenwald. May I note 

that in addition to being a very efficient and progressive commissioner, 
she is the youngest bank commissioner in the history of the United 
States and she is the second woman State bank commissioner in all 
of American history.

She was appointed on March 18,1975, and, prior to that, Ms. Green
wald was the assistant vice president of the Federal Reserve Bank of 
Boston. She was also the first woman officer of that particular bank.

Ms. Greenwald, I apologize that they have placed you last, but 
I know that you will be first.

Thank you.

STATEMENT OF CAROL S. GREENWALD, COMMISSIONER OF BANKS, 
COMMONWEALTH OF MASSACHUSETTS

Ms. Greenwald. Thank you very much, Representative Drinan, for 
those very kind words.

I want to thank the chairman of the committee and the entire sub
committee for this opportunity to discuss the enforcement of truth in lending.

Current enforcement by Federal regulatory agencies, as you have 
heard this morning, is certainly inadequate and it will remain so until 
the Federal regulatory agencies are prodded by hearings like this into 
redesigning their entire programs.

It seems to me that two things are essential. One, that monetary 
penalties be imposed as part of the administrative enforcement of the 
act. Second, that specially trained examiners be deployed to enforce the act.

Massachusetts is one of the five States that was granted an exemp
tion from Federal enforcement; however, the exemption has one big 
loophole in it to which we have obiected to the Federal Reserve and 
because of which we have asked the attorney general of our State to 
file litigation.

When we filed for an exemption, we assumed we were going to get 
back an exemption that said all creditors in the State would have to 
observe the stricter State law. Instead, what the Federal Reserve gave 
us back wTas an exemption that said all creditors, except the federally 
chartered creditors, will be under Massachusetts law and enforcement.

Therefore, federally chartered institutions are exempt from com
pliance with Massachusetts law and from enforcement by Massachu
setts agencies.

We have asked the Federal Reserve to reconsider and we have said 
that they have overstated their authority under the act. T enclose with 
my statement a copy of the letter we wrote to them. I have just received 
a response which is not enclosed saving that thev do not think so and 
have asked us to do what we feel is impossible, since we know the 
answer: To ask the Comptroller if we could please go into his national 
banks.

We will go through that procedure. When we are denied, we will be 
in court.
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Mr. Drinan. Ms. Greenwald; is that a response to your August 9 
letter ?

Ms. Greenwald. Yes. It just arrived yesterday.
Mr. Drinan. If it is agreeable with you, we could have that dupli

cated so that we would have it here.
Ms. Greenwald. That is agreeable.
Mr. Drinan. Would the clerk take that and have it reproduced so 

that we all might see it ?
[The letter referred to follows:]
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.. • •- B O A R D  O F  G O V E R N O R S
.............. . .  O F  T H E

F E D E R A L  R E S E R V E  S Y S T E M
:  .KRAYS'

OFFICE OF
BAVER AND CONSUMER AFFAIRS

S eptem ber 9 ,  1976

W A S H IN G TO N , O . C . 20551

Ms. C aro l S. G reenw ald , C om m issioner 
O ff ic e  o f  th e  C om m issioner o f  Banks o f  

The Commonwealth o f  M a s sa c h u se tts  
S ta te  O ff ic e  B u ild in g ,  Government C en te r
100 C am bridge S t r e e t  
B o sto n , M a s sa c h u se tts  02202

Dear Ms. G reenw ald:

T h is  i s  in  r e p ly  to  yo u r l e t t e r  o f  A ugust 9 ,  in q u i r in g  a s  
to  th e  p o s s i b i l i t y  o f  e x te n d in g  th e  Commonwealth o f  M a s s a c h u s e t ts ' 
exem ption  u n d e r th e  T ru th  i n  L ending A ct to  f e d e r a l l y  c h a r te r e d  
i n s t i t u t i o n s  such  a s  F e d e ra l  c r e d i t  u n io n s ,  F e d e r a l  s a v in g s  and lo a n  
a s s o c i a t i o n s ,  and f e d e r a l l y  c h a r te r e d  b a n k s .

You s t a t e  i n  y o u r l e t t e r  t h a t  you a r e  aw are  o f  f o o tn o te  4 
to  p a ra g ra p h  ( b ) ( 5 )  o f  Supplem ent I I  to  R e g u la t io n  Z w h e re in ,  in  y o u r 
o p in io n ,  th e  B oard r e q u i r e s  " im p ro b a b le  c o n d i t io n s  p re c e d e n t  to  th e  
s e c u r in g  o f  a f u l l  e x e m p tio n ."  You s t a t e  t h a t  upon th e  th e o ry  t h a t  
th e  fo o tn o te  i s  n o t p a r t  o f  th e  R e g u la tio n  b u t  m e re ly  an  a d m in i s t r a t i v e  
g u id e l in e  w hich c o u ld  be s u b je c t  t c  c h a n g e , you a r e  s u b m it t in g  t h i s  
r e q u e s t .  By " im p ro b a b le  c o n d i t io n s  p re c e d e n t"  s t a f f  p resum es t h a t  you 
a re  r e f e r r i n g  to  th e  re q u ire m e n t o f  f o o tn o te  4 o f  Supplem ent I I  t h a t  
in  o rd e r  to  e x te n d  an  ex em p tio n  to  c o v e r  f e d e r a l l y  c h a r te r e d  i n s t i t u 
t i o n s ,  a S ta te  m ust p ro v id e  th e  Board w ith  e v id e n c e  o f  th e  a rra n g e m e n ts  
f o r  e n fo rc e m e n t w hich i t  h a s  made w ith  th e  a p p r o p r i a t e  F e d e ra l  agency  
c h a rg ed  w ith  e n f o r c in g  th e  T ru th  in  L end ing  law .

In  s t a f f ' s  v ie w , t h i s  re q u ire m e n t i s  n o t  an " a d m in i s t r a t i v e  
g u id e l in e  w hich c o u ld  be s u b je c t  to  ch ange" i n  th e  s e n s e  t h a t  you 
s u g g e s t .  In  § 108 o f  th e  T ru th  in  L end ing  A c t,  C o n g ress  d e le g a te d  
a u th o r i t y  f o r  e n fo rc e m e n t o f  th e  T ru th  in  L end ing  A ct f o r  c e r t a i n  
f e d e r a l l y  c h a r te r e d  i n s t i t u t i o n s  to  th e  F e d e ra l  a g e n c ie s  w hich n o rm a lly  
o v e rs e e  t h e i r  c o n d u c t .  The Board i s  c h a rg ed  by th e  A ct to  a s c e r t a i n  
t h a t  th e r e  a r e  a d e q u a te  p ro v is io n s  f o r  e n fo rc e m e n t o f  th e  T ru th  in  
Lending laws in  c o n n e c tio n  w ith  any g r a n t  o f  th e  ex em p tio n  to  a S t a t e .  
S t a f f  b e l i e v e s  t h a t  th e  re q u ire m e n t o f  f o o tn o te  4 i s  a r e a s o n a b le  
a p p ro ach  to  th e  p rob lem  o f  n o t o n ly  rem oving a  c o n g r e s s io n a l ly  m andated  
d e le g a t io n  o f  a u t h o r i t y  b u t a l s o  o f  a s s u r in g  t h a t  a d e q u a te  p r o v is io n s  
fo r  e n fo rc e m e n t e x i s t  by in s u r in g  t h a t  th e  r e l e v a n t  p a r t i e s  to  th e



m a t te r  have worked o u t a m u tu a lly  a g re e a b le  s o l u t i o n  to  any  p rob lem s 
t h a t  may e x i s t .

T h e re fo r e ,  i f  th e  Board i s  to  c o n s id e r  y o u r a p p l i c a t i o n  
f o r  an expanded exem ption  to  in c lu d e  f e d e r a l l y  c h a r te r e d  i n s t i t u 
t i o n s ,  we would need th e  fo l lo w in g :

1. A d e f i n i t i v e  l i s t i n g  o f  th e  ty p e s  o f  f e d e r a l l y  c h a r te r e d  
i n s t i t u t i o n s  to  be in c lu d e d  in  th e  expanded e x em p tio n ;

2 . D e ta i l s  ( in c lu d in g  c o p ie s  o f  a l l  r e l e v a n t  c o r r e s p o n 
d e n ce ) o f  any a rra n g e m e n t w hich yo u r o f f i c e  h a s  made f o r  e n fo rc e m e n t 
o f  th e  law  w ith  th e  r e l e v a n t  F e d e ra l  a gency  h a v in g  e n fo rc e m e n t j u r i s 
d i c t i o n  u n d e r § 108 fo r  th e  enum era ted  f e d e r a l l y  c h a r te r e d  i n s t i t u t i o n s  
and

3 . A s ta te m e n t  o f  any added b u d g e t and p e r s o n n e l  you h a v e , 
o r  p la n  to  h a v e , a t  y o u r d i s p o s a l  fo r  th e  p u rp o se  o f  e x am in in g  th e  
f e d e r a l l y  c h a r te r e d  i n s t i t u t i o n s  sh o u ld  an e x em p tio n  be g r a n te d .  I f  
you do n o t  p la n  to  add to  y o u r s t a f f  and b u d g e t f o r  t h i s  p u rp o s e , we 
would a p p r e c i a te  a s ta te m e n t  as  to  th e  p e rc e n ta g e  o f  th e  c u r r e n t  s t a f f  
and b u d g e t w hich would be d e v o te d  to  t h i s  p u rp o se  and a s ta te m e n t  a s  
to  th e  im p a c t, i f  an y , t h i s  would have on yo u r o f f i c e ' s  e n fo rc e m e n t 
e f f o r t s  u n d er th e  p r e s e n t  ex em p tio n .

Upon r e c e i p t  o f  th e  in fo r m a tio n  re q u e s te d  a b o v e , yo u r a p p l i 
c a t io n  w i l l  be p ro c e ss e d  in  th e  no rm al f a s h io n  o u t l i n e d  in  Supplem ent 
I I .  I f  you have any p rob lem s w ith  r e g a rd  to  y o u r e f f o r t s  in  t h i s  
r e s p e c t ,  p le a s e  c o n ta c t  u s .

I  t r u s t  t h i s  i s  r e s p o n s iv e  to  yo u r in q u i r y .
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Ms. Greenwald. Fine.
The range of authority or scope of activities in the Massachusetts 

Banking Department are very similar to those in Connecticut. We 
have recently changed our truth-in-lending enforcement procedure.

Prior to February of this year, the normal safety and soundness 
examiners examined State-chartered institutions for compliance with 
truth in lending. Now we have a special team of 20 examiners who 
do only consumer credit compliance laws.

The impression I gained during my first year in the Massachusetts 
Department of Banks was that examiners who had been trained to 
deal with safety and soundness problems do not give high priority 
to truth in lending and other compliance kinds of reviews such as 
equal credit.

That is despite the fact that we have very detailed forms. They 
were giving a very cursory examination.

However, in February of this year we tried an experiment which 
I think was highly successful. We took truth in lending away from the 
regular examiners and assigned it to the special division which has 
been in operation for many years for consumer credit licensees.

We sent you a copy of the summary of our results which were quite 
startling. For the period February through June of this year, 46 
savings banks and 27 commercial banks were examined by this spe
cialized team of examiners.

They noted 2.200 individual violations in the savings banks and 
2,800 individual violations in the commercial banks.

In 1975 when these same institutions had been examined by the 
regular examiners, only 168 and 39 violations, respectively, had been 
cited.

I  am afraid that if you compare the FDIC report with our report, 
you will see that they are probably just as good because all they do is 
Xerox our report so that there will be no difference in what they 
report.

These were not primarily technical violations. Usually everyone 
goes about saying how complex the truth-in-lending law is, and T 
understand it is complex, but the violations that we are talking about 
seem to me to be right at the heart of truth in lending.

They are blank APR’s. They are understated APR’s. They are usury 
ceiling violations. These are not technical violations. They are exactly 
what truth in lending was aimed at.

I  do not believe there was a sudden decline in compliance between 
those 2 years. It is simplv that we now have a meaningful examina
tion. I  have been convinced by this 5-month experiment that you really 
do not need people who are going to have their ]ob promotion depend 
on, and their whole background in, consumer compliance.

A safety and soundness examiner is iust not going to be able to 
consider this as important as finding other kinds of violations. His 
job promotion, his career advancement is not in this line. I think we 
might as well recognize that and say we will have special teams where 
the people will be promoted on how good thev are in this area.

The practice of the Massachusetts Banking Department is that when 
a violation is found—when there is a discrepancy in the dollar amount 
of a rebate in comparison to the method of rebating disclosed, when 
there are overcharges or excessive late charges—the examiners require
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that checks be disbursed to the customers for the amount of the 
discrepancy.

If the disclosure statement contains a blank APR or an understate
ment of the annual percentage rate or a blank space for the dollar 
amount of the finance charge to be disclosed, it is our policy to have 
the creditor refund the total finance charge on that particular agree
ment, subject to the fact that Massachusetts law limits refunds to 
$1,000.

Therefore, we would have them return any amount up to $1,000 
to the customer.

I have included with my statement a copy of the kind of letter 
which the bank must send to its customers when it sends back the 
check. It has to explain that it has made an error and disclose the kind 
of error.

The one that I think we enclosed was a blank APR. It must explain 
that, therefore, it is refunding the finance charge in its entirety because 
the rate of interest that was stated was zero to the borrower.

The department also sends—when violations are discovered by 
examiners—a letter of which I have included a copy as an example 
which details and cites the relevant statutes; what statute they violated, 
what we expect them to do; we require that copies of letters sent to 
customers be forwarded to us as well as the number of the check that 
was sent to the customer as verification.

We have never had a case where a financial institution has refused 
to return money or to send a letter to a bank customer. That may be 
because Massachusetts law not only has civil penalties, but criminal 
penalties and we would not hesitate to turn over an offending bank 
to the State attorney general for prosecution.

That is pointed out and there are criminal penalties in our law.
If we found on reexamination that the same violations were occur

ring, we would not simply stop with saying, “You are going to repay 
the borrowers,” but we would go immediately to the attorney general.

In one case in one bank, which was not in this 5-month period but 
preceded it, where the violations were so complete that it seemed to us 
that this was a knowing contempt of the law, we did not go through 
this procedure. We immediately went to the attorney general and asked 
for prosecution under the law.

The procedure of simply saying, “You are going to refund money,” 
is when we feel it is not a total pattern of ignoring the law; that you 
have individuals who are making errors.

It seems to me that a fair and effective enforcement of truth in 
lending requires that violators be penalized and that those who have 
been cheated or misinformed be indemnified.

As I said, in Massachusetts we have tried to do this and I  think 
that is the only way that you are going to get any self-enforcement 
out of this act.

I have serious concerns, however, about opening up the confidential 
bank examination report in order to use the press as a means of 
enforcing the act. It seems to me that this misplaces responsibility.

It is clearly the responsibility of a regulatory agency to regulate. 
It is our job to find violations and to insure that thev are corrected.

In my view, it is the job of the press and the legislature to check 
that we are doing our job.
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Regulators have enormous powers to insure compliance. If com
pliance is not taking place, it is our fault.

It seems to me that this is an opportune time to have hearings such 
as this and for the press to come forward and say the regulator is 
doing a lousy job. In most cases, I think that would be most appropri
ate right now.

I must say that simply preparing testimony for these hearings 
has been very helpful to me in pinpointing a number of areas where 
we were not doing the best job and where we could do things better.

I  will give you an example. I t was questioned what we actually do 
with a blank APR on a mortgage where the violation could have large 
consequences for the bank ?

We discovered that examiners were treating this differently. I prob
ably would not have known that if we had not gone through this re
view. Therefore, I feel that these hearings should be considered to 
be helpful to any regulatory agency. It certainly was for us.

Mr. Rosenthal. What are you going to do with the problem of a 
mortgage ?

Ms. Greenwald. We are still discussing that. We do have a $1,000 
limit under the law and our current thinking is that if they left a 
blank APR, the customer probably did not assume he was getting a 
mortgage with a zero rate of interest.

Our current thinking, which is not finalized, is that we will take it 
back to zero percent and charge the bank double for difference between 
zero percent and whatever they have been charging, and have that re
bated up to $1,000; and then have them write to the customer: “This is 
what we are really charging you. We are charging you 8% percent. 
We did not put it in your mortgage agreement.”

“If  that is not agreeable to you to have a mortgage at that rate, come 
in and let us refinance at present market rates without any penalty.”

Mr. Rosenthal. They would not have any common law right of 
rescission of the mortgage, would they ?

Ms. Greenwald. I  think we are saying the same thing; common 
law right of rescission. I  am saying they can rewrite the mortgage 
without any penalty.

Mr. Rosenthal. There is a slight difference between rewriting and 
not even paying it.

Ms. Greenwald. No; I  do not think in Massachusetts they would 
have the right not to repay it. I  thought that Maine’s law gave you 
the right not to repay even the principal. Massachusetts’ law does not 
give you the right not to repay the principal.

Mr. Rosenthal. This is similar to a usurious loan. You could have 
rescission of the loan, it could be set aside. I am sure nobody intended 
to extend it that far but it has that possibility.

We will, without objection, include your total statement in the 
record.

Ms. Greenwald. Thank you.
[Ms. Greenwald’s prepared statement follows:]

79-848 0  - 77 - 4
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P repared Statement of Carol S. Greenwald, Commissioner of Banks, Common
wealth of Massachusetts

Representative Rosenthal, I would like to thank you and the Sub-committee 

for this opportunity to discuss enforcement of Truth-in-Lending statutes. Cur

rent enforcement by the federal regulatory agencies is inadequate and will remain 

so until the bank regulatory agencies are prodded by Congressional reviews like 

this one to redesign their programs. Federal regulators must impose monetary 

penalties on banks for failure to comply with the provisions of the Act if they 

expect there to be any self-enforcement; and they must train and deploy special 

Truth-in-Lending teams to enforce the Act's provisions.

I. Massachusetts' Truth-in-Lending Examination Procedures

Massachusetts is one of the five states which has been granted an exemption

from federal enforcement of truth-in-lending statutes. The Federal Reserve

determined under Section 123 of the Act that Massachusetts law has "require

ments substantially similar to" those of the Act and "adequate provisions for

enforcement." Under Massachusetts law the Commissioner of Banks has the identical

regulatory responsibility for truth-in-lending enforcement as the Comptroller 

does for national banks in other states. This enforcement responsibility is

not limited to banks, but also includes all credit lenders.

'.Then Massachusetts applied to the Federal Reserve in 1970 for an exemption

under the Act, it was our understanding that our request applied to all creditors.

Section 111 of the Consumer Credit Protection Act very specifically states

"(a)This title does not annul, alter, or effect, or exempt any creditor from 
complying with, the laws of any State relating to the disclosure of in
formation in connection with credit transactions, except to the extent 
that those laws are inconsistent with the provisions of this title or 
regulations thereunder, and then only to the extent of the inconsistency."

When the exemption was granted, however, the Federal Reserve specifically

excluded transactions within the Commonwealth in which a federally-chartered

«

*

institution was a creditor. This exclusion for federally-chartered institutions
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conflicts with Congressional intent to ensure that stricter state laws not 

be pre-empted by federal legislation. I have enclosed a copy of a letter 

to the Federal Reserve Board requesting that they include these classes of 

transactions within our exemption.

Our truth-in-lending examination procedures for banks were changed last 

February, Prior to that time, Massachusetts bank examiners checked 728 state 

chartered banking institutions for compliance with disclosure laws as an 

integral part of the regular bank examination procedure. A group of 20 specially 

trained truth-in-lending examiners was assigned full time to examine 858 con

sumer credit licensees (collection agencies, loan agencies, automobile install

ment loan agencies, insurance premium financing and retail installment sales 

and service) and to visit retail stores, second mortgages companies, pawnbrokers, 

etc. in all sections of the Commonwealth to ensure compliance with the truth-

in-lending statutes.

The impression I gained during my first year in the Massachusetts Depart

ment of Banks was that examiners who have been trained to deal with safety 

and soundness problems do not give a high priority to truth-in-lending 

enforcement. That, in fact, they were only doing a very cursory examination 

despite our detailed examinations forms. So in February of this year we took 

truth-in-lending enforcement in banks away from the regular bank examiners 

and assigned it to our specialized teams. These examiners join a bank 

examination which is in process, but only do the compliance sections of the 

report, and then leave to another assignment.

The results have been startling. In the period February through June of 

this year, 46 savings bank and 27 commercial banks were examined by the 

specialized teams of examiners. They noted 2,254 individual violations 

in these savings banks and 2,855 individual violations at the commercial 

banks. In 1975, when these same institutions had been examined by the 

regular examiners, only 168 and 39 violations, respectively, had been cited.



These were not primarily merely technical violations as has usually 

been alleged, that is, violations because the law is so complicated. The 

violations involved incorrect disclosure of finance charges and APR's, 

incorrect computations of rebates, accounts with blank finance charges 

or blank APR's, incorrect APR's, rate overcharges, and usury ceiling violations.

These are not technical violations, these violations are at the heart of •

truth-in-lending legislation.

I do not believe that there was a sudden decline in compliance, we 

simply now have meaningful examinations. This experiment has convinced

me that meaningful enforcement of compliance regulations will not come from

the regular examining staff because they do not see it as the important 

component of their job. Career advancements for them do not lie in this area.

Specialized teams where expertise in compliance will be noted appears to be

an effective answer.

When violations are found which reveal a discrepancy in the dollar

amount of the rebate in comparison to the method of rebating disclosed 

or when there are overcharges, excessive late charges, etc., the examiners

require that checks be disbursed to the customers for the amount of the

discrepancy. If the disclosure statement contains a blank Annual Percentage 

Rate, an understatement of the Annual Percentage Rate or a blank space 

where the dollar amount of the Finance Charge must be disclosed, it is 

the policy of the Massachusetts Banking Department to have the creditor

refund the total finance charge on that particular agreement (with the

one exception of first mortgage agreements). Overcharge and rebate errors

are usually resolved while the examiner is at the bank and checks are dis

bursed to the respective borrowers. On accounts that have not been resolved

at this time, the bank is requested to send a letter to the banking depart

ment stating the name, account number and the number of the check that 

has been sent to the customer. I have enclosed a copy of the type of letter



which the bank must send to its customer.

When the violations are discovered by the examiners, the examiner 

points out the reason and explains what must be done to correct the situation. 

The examiner thereupon submits his report to the banking department. A 

letter is sent to the financial institution or creditor detailing the vio

lations and quoting the appropriate sections of law. In addition, the 

corrective measures to be taken are repeated and the financial institution 

or creditor is requested to signify in writing that he understands the 

problem and to provide certification of compliance. As an example, I have 

attached a copy of a letter sent to a bank. Frequently, at the request 

of the financial institution, meetings are held with members of the staff 

to discuss in greater detail the nature of the violations and the corrective 

measures that must be undertaken. Upon re-examination, if it is discovered 

that acknowledged violations continue or that no attempt to correct pre

viously discovered violations has been made, a request for prosecution 

will be submitted to the office of the Attorney General of the Commonwealth. 

The personnel assigned to Truth-in-Lending review all previous examinations 

and compare them with the current examination to assure the correction

of the noted violations.

Fair and effective enforcement of truth-in-lending requires that 

violators of the Act be penalized and that those who have been cheated 

or misinformed be indemnified. In Massachusetts, we have tried to do this 

by requiring banks to actually charge only the stated rate of interest 

to the customer and to repay any overcharges, i.e., if the bank left an 

APR blank, then the finance charge is zero and any amount paid is refunded 

to the borrower. There must be a monetary loss to a creditor for violations
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if there is to be any self-enforcement of the Act.

I have serious concerns, however, about opening up confidential bank 

examination reports in order to use the press as a means of enforcing Truth- 

in- Lending. This seems to misplace responsibility. It is the responsibility 

of a regulatory agency to regulate. It is our job to find violations of

law and to see that they are corrected. If they are not corrected, regulators

have enormous powers and resources at their command to insist on compliance, t

not the least of which is filing with the Attorney General for prosecution.

If a regulatory agency is doing its job poorly, then the regulator should
*be criticized by the press and by the legislative authority. Hearings

such as these are very useful in making regulatory agencies review their

practices and improve them. Simply preparing testimony for these hearings 

has oeen very helpful to the Massachusetts Banking Department in pinpointing

areas of needed improvement. But it is not the job of the press to go

through the regulatory agencies examination reports to find violations

that they will see corrected by the glare of publicity about the bank.

It is at least open to question whether it is the regulators job to gather 

information to provide the public with a basis for civil suits against

a bank.

Truth-in-lending is an important issue. And it is certainly true that 

disclosure in the press of violating banks would lead to greater self-enforcement. 

Furthermore,'! agree that disclosure of truth-in-lending violations does not 

affect the safety and soundness of the bank; and, therefore, it need not be 

guarded in the same way as sensitive financial data and analysis about the 

bank's operations. But I am still concerned about the advisability of

piercing that wall of confidentiality around examination reports, even in

so good a cause as this one.
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Much of the value of bank examination reports would be lost if their

confidentiality were violated. It is absolutely essential that an examiner

be free to write his true opinions about a bank. He would not be as free

with his true opinions if he thought there was the clear possibility of

it appearing in the press.

If the Congress wants to employ greater public disclosure of violations,

» I would recommend that truth-in-lending examinations be separated from the

regular bank examination report and that the appropriate statutes and re

gulations be revised to indicate that periodic (annual) examinations for

compliance will be undertaken by bank regulatory agencies as surveys separate

from the normal examinations and that the level of compliance found by

these surveys and remedial actions taken by the regulatory authority will

be made available to the public either in summary or by name of bank. In

this way the confidentiality of the bank examination report and process

would not be violated.

I think we should move very carefully before we take any steps to

undermine the inviolate security of the present examination report, even

in so good a cause as this one, especially if other avenues are available,

as I think there are. Furthermore, we should really think about the proper

role for regulatory authorities and the press. I believe it is the 

regulator's job, not the media's, to bring about bank compliance and that 

the agencies have adequate means to do so. It is the legislature's and 

media's job to ensure that the regulators do their job.



MICHAEL S. DUKAKIS ' . . •

CAROL S. GREENWALD
August 9 , 1976

Board o f Governors 
F ed era l R eserve System 
F ed era l R eserve B u ild ing  
C o n s ti tu tio n  Avenue 
W ashington, D. C. 20551

Gentlemen: • • • • j ' ' • ’ ' . . •

The Board o f Governors o f th e  F e d e ra l R eserve System h as  g ra n te d  to  
th e  Commonwealth o f M assachusetts  an exem ption under th e  F ed e ra l T ruth  
in  Lending A ct, e f f e c t iv e  J u ly  1 , 1970.

The exem ption a p p lie s  to  a l l  c la s s e s  o f  t r a n s a c t io n s  w ith in  th e  
Commonwealth, excep t th o se  in  which a  F e d e ra lly -c h a r te re d  I n s t i t u t i o n ,  
such as a  F ed era l c r e d i t  u n ion , F ed era l sav in g s  and lo a n  a s s o c ia t io n  o r  
n a t io n a l  bank— is  a c r e d i to r .  I  now seek  to  in c lu d e  th e se  c la s s e s  o f 
tra n s a c t io n s  w ith in  ou r exem ption.

I  am concerned w ith  an in c o n s is te n c y  o f  your r e g u la t io n  w hich r e 
q u ire s  M assachuse tts  law to  be as s t r i c t  o r  s t r i c t e r  than  you r r e q u ir e 
ments b e fo re  you g ra n t an exem ption, and upon g ra n tin g  th e  exem ption 
you l im i t  enforcem ent in  a  number o f  c la s s e s  o f t r a n s a c t io n s .

S ec tio n  111 o f  th e  Consumer C re d it P r o te c t io n  Act v e ry  s p e c i f i c a l l y  
s t a t e s  " (a )  This t i t l e  does n o t a nnu l, a l t e r ,  o r  a f f e c t ,  o r  exempt any 
c r e d i to r  from complying w ith ,  the  laws o f  any S ta te  r e l a t i n g  to  th e  
d is c lo s u re  o f in fo rm atio n  in  connection  w ith  c r e d i t  t r a n s a c t io n s ,  e xcep t 
to  th e  e x te n t th a t  those  laws a re  in c o n s i s te n t  w ith  th e  p ro v is io n s  o f 
th i s  t i t l e  o r  re g u la tio n s  th e re u n d e r , and th e n  o n ly  to  th e  e x te n t  o f  th e  
in c o n s is te n c y ."
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Board of Governors
of the Federal Reserve System -2 - August 9 , 1976

»

I am w ell aware of Supplement II  to Regulation Z, footnote 4 to 
paragraph (b )(2) wherein you require Improbable conditions precedent to 
the securing of a fu l l  exemption. On the theory that the footnote i s  
not part of the regulation but an administrative guideline which could 
be subject to  change, I am submitting th is request.

Very truly yours,

Carol S. Greenwald 
Commissioner of Banks

CSG:mkf
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An examination of the reoords of th is  bank by 
members of the department dlaolosed v iolations o f the 
Truth in  Lending Law.

The violations notedt

1. Aooount #LjjU9—73$ -  had no right of reso lss lon .
This Is In violation  of General Laws, Chapter II4.OC, Seotlon 8 (a )(b ).«

2. Account #6876 was only given two days resolsslon  
period which violates General Laws, Chapter 140C, Seotlon 8 (a )(b ).e

3. No "Disolosure Statements" were found for the «
following aooountst

#23-2-8157 210-75 214-75 72-76.
Violations of General Laws, Chapter 140C, Seotlon 7 (* )(h )( l)(2 )(3 )  «
(4 )(5 )(6 )(7 ) .*

4. The following aooounts did not have a separately dated and 
signed request for oredlt l i f e  and aooldent and health lnsuranoe.
This Is In v io lation  of General Laws, Chapter 140C, Seotlon 3(a)(5)*
Aooount # -  15-2-8821 20-2-9933 2-2-9798 20-2-9682

16-2-10005 31-2-9880 16-2-9678 27-2-10358
5. Twenty-one (21) loans were found to be In v io la tion 

of General Laws, Chapter 140C 7(a)(b) beoause o f blank "FINANCE 
CHARGE" and "Total of Payments" spaoes. (See attaohed l i s t )
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Maroh 30, 1976

- 2-

6. There Is no provision for a late oharge on 
the "Money-Mate Revolving Credit" due to a stated rate on the 
average daily balanoe.

The opening agreement in paragraph 6 exoludes 
oredit life when the note is in default* This is not permitted.

The "billing statement" for "Money-Mate" is lnoorreot. 
Enclosed is a copy of General Laws, Chapter 255D, Seotlon 27 
which will give you the oorrect information.

This office requests that the flnanoe charges be 
returned to the borrowers on these accounts. It will be 
necessary to send a letter to thia offioe verifying that the 
..ancannfeg have been refunded to the customer.

^ / Z' J J  please acknowledge this letter.

. . . Very truly yours,

JSHlEOB
co: Savings Division 
Enclosures

*

w
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M A R C H  3 0 . 1 9 7 6

P A S S B O O K  L O A N S

" F I N A N C E  C H A R G E "  &  " T o t a l  o f  
P a y m a n t a "  B la n k

A C C O U N T  # 1
i • i • ■
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2 8 -1 -7 6 2 3 1
- • 1
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2 7 -1 -4 3 8 7 a

2 1 -1 -1 0 1 1 8
i

a
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3 0 -1 -1 0 3 6 4

2 -1 -1 0 0 5 3 a

3 1 -1 -8 6 8 5

1 6 -1 -8 2 9 2

S T O C K  L O A N S

w

5 -1 -1 0 3 7 3 a

2 2 -1 -1 0 4 1 1
✓
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D ear  M z

W e hove r ec ently becom e awar e of on er r or  o f om m iasion on the 
note end disc loeur e (statem ent which you signed on July 14, 19 75. W e 
inadver tantly failed to inc lude the A nnual P er c entage Rate*

Sinc e this loan has been r enewed, we ar e r efunding to you the 
net aoount of inter est you have paid.

P lease ac c ept the enc losed check  with our  apologies.

W E B /cg

ENC:

V er y tr uly your s,

r
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M r. R o sen th a l . I w ant to thank e ach of you. I m ust say that all 
thre e  of you bank com m issione rs are  ve ry, ve ry im pre ssive  witne sse s. 
Y ou are  obviously doing a supe rb job.

It is ve ry he arte ning to this M e m be r to see  pe ople  who are  so com 
m itte d  to pe rform ance  and accom plishm e nt in this role  w ithin the  
State s. I am  ve ry im pre sse d.

C ongre ssm an D rinan ?
M r. D r in a n . Thank you ve ry m uch, M r. C hairm an. I would like  

to echo what the  chairm an said about the  quality of the  witne sse s and 
the  value  of the  te stim ony.

M s. G re e nwald, I wonde r if you would com m e nt on this. I have  som e 
how acquire d inform ation about two banks in m y congre ssional dis
trict. L e t me  te ll you about one.

It has asse ts of $5 4 .3  m illion and 6 00 accounts we re  looke d at. V io
lations we re  de te cte d in 207 instance s. The se  include d incorre ct dis
closure  on installm e nt loans, incorre ct disclosure  on auto loans, no 
disclosure  of de fe rm e nts, incorre ct com putation of re bate s.

Is the re  any le gal or e thical re ason why I cannot disclose  that in
form ation, including the  nam e  of the  bank ?

M s. G r een wa l d. Y o u  cannot. I will e xplain that.
M assachuse tts statute  says that inform ation gathe re d  as p art of 

the  bank e xam ination proce ss can be  shown to no one  othe r than the  
bank or to a court unde r a court orde r. I sugge st that if gre ate r public 
disclosure  is de sire d bv this com m itte e  and the  C ongre ss, the y should 
ask— and I unde rstand  it is possible  unde r the  p re se nt act— for Fe d e ral 
age ncie s to sim ply take  the  truth-in-le nd ing p art of the  e xam  out of the  
e xam  and p ut it as a se parate  re port.

I have  alre ady sugge ste d you should have  se parate  e xam ine rs do 
this p art of the  e xam  so this would be  ve ry e asy to do.

I will note  that whe n we  aske d the  banks to give  us m ortgage  dis
closure  d ata, we  purpose ly did not do that as p art of the  e xam ination 
re port. W e  could have  gotte n that inform ation just by going into the  
banks ourse lve s, but if we had done  that it would have  come  unde r 
the  confide ntiality of the  re port.

The re fore , inste ad we  aske d for that as a se parate  piece  of inform a
tion to be  file d w ith the  banking d e partm e nt annually. I would sugge st 
the  sam e  kind of thing.

M r. D r in a n . But if I announce  to the  pre ss this afte rnoon the  con
dition of this bank in this re spe ct, ne ithe r you nor Arthur Burns will 
se ek to nut m e  in jail or sue  me  or anything like  that ?

M s. G r een wa l d. The  re m aining que stion is, W he re  did you ge t that 
inform ation?  I have  a fe e ling vou m av have  gotte n it from  m v office 
in which case  we  got it from  the  e xam ination re p ort and we  gave  it 
to this com m itte e  unde r, I thought, confide ntiality.

Othe rwise , we  would have  take n out the  nam e s of the  banks. W e  
gave  this inform ation to you bv nam e  of bank.

M r. D r in a n . D o you fe e l that, at the  Fe d e ral le ve l, the  sugge stion 
m ade  by the  ge ntle m an from  the  C onsum e rs’ Union m ight be  good; 
that we transfe r this to the  Fe de ral Trad e  C om m ission?

M s. G r een wa l d. I am  not sure  I am  re ally p re p are d  to com m e nt 
on that. I fee l that this is an ap p rop riate  p art of bank re gulation and 
it just has to be  brought hom e  to the  Fe d e ral bank re gulatory age ncie s 
that that is true .
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O ne of the things that I feel, w ithout really know ing much about 
the Federal Trade Commission, is that the Federal regulatory agencies 
have enormous staffs. They already have the examining staff. They have plenty of people and bodies to put into this.
They are going into the banks every year, anyw ay. The FTC w ould 

never provide the kind of regulation that is possible if the regulatory agencies could ever be convinced that this w as important.
M r. D r in a n . O n a different topic, you speak here of the w all of con

fidentiality, on page 5 . Y ou w orry about the advisability of piercing that w all.
Is there any procedure in M assachusetts by w hich the press can get access to the list of all these banks that cheat their consumers?
M s. G reen w a l d . N o, there is not at the present time. A s I said, the statute is very clear. I could not give it-----
M r. D r in a n . A  Freedom of Information A ct or anything like that.
M s. G reen w a l d . There is no w ay they could challenge the statute. This information is gathered as part of the examination report. There is no w ay they could challenge the statute that says that w e can show  it only to the bank or to a court.
W hat can be done— but not by name of bank and I see no reason not to do this and I am saying it as a criticism of us, not of the bank so much— is to report annually in summary form; “W e have examined the bank this year. W e have found X  number of violations w hich means this much money w as rebated to the consumer.”
The implication of that is, one, w e w ere not doing our job because there should not be that many violations if w e are and that w e should be doing a better job, or— w hich I do not think is true— that there is not enough enforcement authority under the act.
In other w ords, there is not enough possibility for penalties under the act.
M r. D r in a n . Could you, by a regulation, so construe the M assachusetts act that the information obtained by this new  set of examiners 

is not w ithin that confidentiality; that this does not go to the security of the bank over the long range or short range; but that this is something that is due to the consumer, the consumer has a right to know  this information ?
M s. G reen w a l d . I have no doubt in my ow n mind that this has nothing to do w ith the safety and soundness of the bank.
M r. D r in a n . That is right. So w hy can you not make a regulation saying that you are going to disclose; that you w ill give this particular 

bank in my district a month’s notice to shape up or you w ill disclose that the bank has 200 violations out of 600 accounts examined ?
W hv can you not do that ? That is the clear thrust of the M assachusetts statute; truth in lending. The consumer is supposed to have a right. Y ou, by regulation— it seems to me in reading this law — could 

say that, “Listen, there is no w all of confidentiality around that.”W hy could you not even inform the consumer himself? M r. Jones 
is cheated by this bank in my district. Y ou could w rite to him after a month if the bank does not.
M s. G reen w a l d . O h, but w e do; and w e insist that the bank w rite to the consumer himself-----
M r. D rin a n . The bank does, but w hat about you ?
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M s . G reen w a ld  [continuing]. A nd with a check s aying that, not out 
of the kindnes s  of their heart, but that they have made an error. H ere 
is  what the error was  and here is  your refund.

M r. D r in a n . W ould you have any es timate of the amount of money 
that consumers  and depos itors  lose because you people jus t do not have 
the time to get around to all the banks  ?

M s . G reen w a ld . I could not give you an es timate, and we will get 
around to all the banks .

M r. D r in a n . I know, but there is  a lot of money lost and the s tatutes  
of limitation run. Two or three years  ago— you do not have time /to go into what they did in 19 74.

M s . G reen w a ld . N o ; certainly not.
M r. D r in a n . S o the consumers  have no protection right now. Things  

are going to go on and I am s ure that thes e 200 people who borrow *
money from a bank in my congres s ional dis trict will suffer. I have 
never had any knowledge of this , I learned this  las t night— and they do not have any knowledge.

Pres umably they got a refund, but they do not get a refund on the 
s imilar practices  that were done in 19 72, 19 73, 19 74, and 19 75, or 
whatever years  abuses  occurred in the pas t.

They have no way to recover thos e sums  of which they have been 
cheated by the banks  of M as s achus etts  for the pas t 5 years  or 10 years  
and pres umablv this  has  gone on. I am s ure that your office has  rectified 
it. has  diminis hed it a great deal.

B ut is  there anyway by which the consumer, the depos itor under the 
truth-in-lending law can recover what he was  cheated on 3 or 5 years  ago?

M s . G reen w a ld . If the note that we found in 19 76  had been running 
for 3 years , then we made the refund for the 3-year period. It would be 
any note that was  earlier than that.

O ne pos s ibility which we have talked about— as  I s aid, this  has  been 
very s timulating to us  in the denartment— is  that I am empowered to 
give a report to the legis lature. I could give that report to the legis la
ture by name of bank.

Then it would be available to the public. I would not give it by 
name of borrower, however. Tt would be p-iven bv name of bank s aving,
“These are the kinds  of violations . This  was  the dollar sum we found.
This  is  what the effect of the law has  been.”

The law does  s ay that the legis lature has  a right to know what we 
found when we go through the banks . W e are cons idering that. *

M r. D rtn a n . G oing bevond the banks , could you tell us  about the 
other credit lenders  over whom you have juris diction ?

M s . G reen w a ld . T his  has  been in practice for quite a while. A ctu
ally the forms  are eas ier to enforce in s mall loan companies  where 
the tvpos  of loanQ an*  vP rv  set.

M r. D r in a n . Is this  H ous ehold Finance and B eneficial ?
M s . G reen w a ld . Right. In the pas t, before I became commis sioner, 

there was  one verv large refund of one finance companv of $100,000.
T hat is  what has  s haped up everybody else into realizing that we really 
meant busines s .

M r. D r in a n . B ut do you have the same power ?
M s . G reen w a ld . T hat was  the group of examiners  that, for years , 

jus t as  in Connecticut, had been examining the s mall loan companies
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so their whole background and their whole promotion ladder is based 
on how well do you protect the consumer.
It was those people about whom we said, “W hat would they find if 

they go into a bank?” W e found that they found a great deal more 
than our regular examiners found.
M r. D r in a n . R eally, the banking commissioner should not have 

jurisdiction over all of them. They are not really banks.
M s. G reen w a l d . They are credit lenders.
M r. D rin a n . A ll right; but would it not be wise to transfer that to 

some agency or at least you, by regulation, say that “I am not going to 
withhold from the public information as to how Beneficial Finance 
cheated them this year” or last year or ever ?
W hy should they have the benefit of these banking laws, and that is 

what they have. They are under the wall of confidentiality.
M s. G reen w a l d . The banking laws. I guess what I am saying is—  

you are saying it is beneficial to do it in the press-----
M r. D r in a n . I think it should be revealed the same day. If some

body cheats, when you get out of the supermarket they call the police 
and something happens. There is no confidentiality if somebody is 
cheating.
A nd a bank in my district is cheating the people of this town.
M s. G reen w a l d . Coming back to H ousehold Finance, it is not that 

it is not corrected the same day. It is corrected. B efore the examiner 
leaves, the checks are written.
M r. D rin a n . Y es; but it is all very q uiet. This should be a matter 

of public record. If the man who owns the supermarket cheats, he is 
booked for arrest. W hy should bankers not be ?
There should be some public revelation that very day. Sure they give 

restitution. W hy should it all be so q uiet ?
M y time has expired. Thank you very much. Y ou are a good witness.
M r. R osen tha l . M r. G radison ?
M r. G ra d ison . Thank you, M r. Chairman.
I want to join with my colleagues in complimenting the panel. I 

am convinced that having these hearings is a good idea and that the 
testimony this morning will be very helpful as we meet with the Fed
eral regulatory agencies to see what can be done to strengthen the 
enforcement at that level.
I would like to pursue a slightly different line of q uestioning be

cause so much of the q uestioning so far and the comments has been 
directed at the q uestion of tighter enforcement itself.
I have been struck by several things about the law. First of all. when 

I was in private business in the investment field I was amazed at what 
we had to submit to our customers in the wav of a truth-in-lending 
disclosure. It was very complete. To be perfectly frank, I never under
stood it and I know that our customers did not either.
They wanted to know what the simple interest rate was and, of 

course, we had told H em H at tor vears. In all frankness, the truth-in- 
lending statement was written by a bunch of lawyers to keep us out of 
trouble and I am sure it served that purpose.
H owever, it was so complicated that I honestly say that it would 

take an advanced degree in mathematics to really understand all the 
fo’-’̂nlos and other information that were built into it.
This is not just my thought. T see M r. Connell has a phrase on page 

6  referring to the law. H e says it is overly complex. M r. Quinn says—

7 9 -848 0  - 7 7  -5



T ruth in lending is presently so complicated a maze of regulations and interpretations that creditors in a rural State, such as M aine, are hard pressed to find legal counsel who can render unequivocal advice on the many questions arising from the law.
I also note a statement put into the Congressional R ecord back in 

A pril by Senator G arn on this subject and he refers— I am quoting now :
T his shocking situation which came about which Congress, in requiring a minimum punitive damage award of at least $ 100 under section 13 0(a)(2 ) of the truth in lending law where a violation, whether substantial or technical, is found has denied the courts their traditional discretion to exercise common- sense in the disposition of these cases.
H e then gives some examples.
H e says:
In several cases, creditors have been found guilty of violation of the T ruth in Lending A ct where they have separately itemized and specifically disclosed the amount of the notary fee required in recording a lien but failed to include the notary fee in the finance charge.
In the Carlin case [C a rlin  v. H om em a kers  F in a n ce Service, In c., C.A . N o. 7 5-104 5 (E .D . LA . 197 5) ] the court held the defendant liable for $ 1,000 punitive damage and attorney’s fees for this liyper-technical violation even though it noted that “N one of the figures shown on the disclosure statement is inaccurate. Computation of the appropriate figures indicates that plaintiff was correctly informed as to how much money he was borrowing, and how much cash he would receive”.
T he reason I read all that is to ask all of you this question: D o you 

have some ideas that you could share, for example, with this subcom
mittee or our staff with regard to ways to accomplish the needed 
goal of full disclosure, but simplify the statute so that it is more under
standable and, therefore, easier both for protection of the consumer 
and in the administration of the statute, whether it is by F ederal or 
State agency or an independent agenev ?

It sounds like we have something that possibly could stand a review 
with the content of the statute itself based on this testimony. I wel
come your thoughts on that question.

M r. Co n n ell. T hank you, A ir. G radison.
I agree with you that the statute is much too complex. T n fact, when 

I testified on the Senate side on this, I gave a couple of suggestions.
One was that our original Connecticut law was much simpler and 

not only understandable but easier to comply with. It no longer is such. 
It is an extensive, detailed statute that has the effect, or will have the 
effect of making transactions very rigid and limited and it will lose 
the benefit of a variety of types of credit.

Second, I suggested that credit unions of a certain size be absolutely 
exempt. Credit unions, which are the fastest growing area of consumer 
credit, are organizations which are the closest to their members, and 
are organizations really, except for the very largest, for which truth 
in lending has no place at all because of the common bond concept.

T hev are operated, probably 80 percent of them, by part-time peo
ple— bookkeepers, shop foremen, that tvpe of thing— and they are just 
absolutely deluged with this burden of regulation.

I think it is going to be very difficult to simplify an already extensive 
statute but I think the more we move toward placing the responsibility 
for enforcement closer to the scene, the less need we are going to have 
for a detailed, specific statute which is being attempted to be drafted
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to de al w ith s ituations  in our 50 State s  and things  are  jus t diffe re nt 
from  State  to State .

I w ould sugge s t an e xte nsive  re vie w  of that s tatute  if at all, a 
ge ne ral-type  s tatute  de aling w ith ge ne ral fairne s s  rathe r than de taile d 
disclosure .

In C onne cticut, w e  have  s e ve ral hundre d case s  in the  courts  m os tly 
pre dicate d on m inor violations .

The  othe r thing I w ould sugge s t if things  could be  m ove d to a local 
le ve l is opportunity for approval at le as t of form s , and an opportunity 

< in the  s tatute  w he re  the  courts  could de te rm ine  that the  violation w as 
not so significant as  to m ake  the  disclosure  fundam e ntally or subs tan
tially unfair.

The n w e  m ight be  able  to re duce  a gre at de al of the  litigation that 
” is also quite  unfair right now  on the  othe r side  of things  and re duce  

the  siz e  of the  loan form s , w hich now  are  grow ing by the  ye ar and jus t 
do a be tte r job on both side s .

M s. G r een w a ld . I think that if w e  jus t re re ad the  law  w ith the  no
tion of w hat is it that you w ould w ant to know  if you w e re  filling out 
a contract it should not be  that hard to dis tinguish be tw e e n w hat w e  
can take  up in court and w hat is sim ply a te chnical violation.

W he n w e  spoke  about truth in le nding on the  Se nate  side , I think 
Se nator P roxm ire  sim plifie d it a little  bit too far but it w as basically 
in the  right dire ction; a sim ple  s tate m e nt on a page  that s aid that the  
annual pe rce ntage  rate  is  this .

In M as sachus e tts , w e  have  afte r that, “and the  total finance  charge  
come s to that am ount” be cause  w e  think pe ople  ne e d to know  w hat the  
dollars  and ce nts  are .

The n if you look at some  of the  violations  w e  have  cite d that I say 
are  not te chnical, the re  are  some  basic rights  that you re ally do w ant 
pe ople  to know  about like  the  right of re scission. W hat is  it ?

The  fact that you did not have  to take  our cre dit life  insurance  
w he n you did this . T hat should have  be e n on the re .

W hat is  it that you w ould w ant to know  if you w e re  taking out a 
loan ? T hat is all, I think, w e  re ally ne e d to know .

M r. Q u in n . I w ould agre e . I think that w hat has  to happe n is that 
the  aura of catch 22 for the  cre ditor m us t be  done  aw ay w ith.

*  T he  original inte nt, as  I unde rs tand it, w as  that truth in le nding
w ould be  available  to allow  consum e rs  to shop for cre dit. T hat ne ve r 
happe ne d.

u T ruth in le nding to the  ave rage  consum e r is m e aningle s s  and it con
tinue s  to be  m e aningle s s  and, re gardle s s  of the  e nforce m e nt by State  
or F e de ral authoritie s , w ill continue  to be  m e aningle s s  in the  future  
unle s s , toge the r w ith the  sim plification of the  s tatute — and I think that 
can be  done  sim ply by m aking the  AP R and total finance  charge  and 
the  re scission are as  m andatory and w ith pe naltie s  and the  othe r are as  
w ithin the  adm inis trative  re alm  to be  handle d in that are a.

I think toge the r w ith that sim plification the  F e de ral G ove rnm e nt 
has  to re aliz e  that its  obligation is  not to sim ply draw  up 1,066 public 
inform ation le tte rs  w ithout e ve n an inde x; I think its  obligation is 
to inform  consum e rs about how  e xpe nsive  cre dit can be .

I think that w he n the y— as  w e  have  done  in M aine  and, I think, w ith 
a ce rtain de gre e  of succe ss— be gin to te ll the  public that s hopping for 
cre dit can be  a ve ry w orthw hile  purs uit and that the re  are  a fe w  basic
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tools available to the consumer to aid this pursuit, I think that is when truth in lending will begin to find its real place.
I would just point out that I did not really know we were going to 

get into this area today, but the State of M aine’s B ureau of C onsumer 
Protection recently published w hat we call the “D own E aster’s Pocket 
C redit G uide” w hich we are making available to our consumers.
The first few pages are just credit shopping tips, but we have 23 

pages of tables w hich relate to automobile loans, mobile home and home repair loans, and a section on home mortgages.
These tables are developed from simple amortization tables. W e F have taken the w ork out of amortization tables. W e have a variety of 

interest rates and a variety of amounts of money and a variety of years.
Simply by scanning down the pages the consumer can tell the 

monthly payment and the total finance charge for these different 
amounts of money for various percentage rates.
I think once consumers have this sort of device, this tool available 

to them on a nationw ide basis— and we have been very satisfied w ith 
the response we have been getting from consumers— they think about this as a tool.
I think consumers are looking for something like this because they 

know and can be made to know how expensive credit can be when you do not shop for it.
I will be happy to give the tw o copies T have to the committee.
M r. G radison . M r. C hairman, I w ant to thank you for a chance to explore this line of inauiry. A s a member of the B anking and C urrency 

C ommittee, I had a chance this year to review , as all of us did, a re
lated statute— the R eal E state Settlement Procedures A ct.
B oth laws have a disclosure objective. Truth in lending has reached 

the point of such complexity that it has been substantially revised by 
this C ongress, I think to the benefit of lenders and borrowers alike.
To me, the kev to this is that we w ant to protect the consumer and 

that is w hat we are trying to do, but not every violator of the statute is, to use F ather D rinan’s phrase, “a cheater.”
Not every violator is a cheater because the law  is so complicated and 

because some of the provisions of the law  may not really relate to any
thing of great conseouence to either the borrower or the lender but f(here are highly technical computational issues.
Therefore, T sincerely hope that as the staff reviews this matter and, 

presumably, prepares a report which may come out of our hearings, 
in addition to lambasting those regulatorv agencies which mav well 
deserve it for poor enforcement, we also take a look at w hat they are being asked to enforce.
Thank you, M r. C hairman.
M r. D r in an . W ould the gentleman yield?
M r. G raptson . Of course.
M r. D rtn an . I read from a report of M assachusetts banks compiled 

bv the distinguished gentlelady from M assachusetts. “In one bank,
(here are incorrect computations of rebates.”
Sometimes, as vou say. it is incorrect terminologv but there are 

significant violations that bring about cheating of the people. There
fore. I stand bv my word.
M r. R osen thal. C ongressman M offett ?
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M r. M o ffett. Thank  you, M r. C hairm an.
I w ould lik e to ask  M r. Schuck  ab out this  C om p troller ’s sp ecial 

surv ey. If you had  ob tained the names of the indiv idual national 
b ank s contacted in that sur v ey, w hat w ould you hav e done w ith them  ?

M r. S c h u c k . D ep ending  up on the size of the sur v ey, if the sur v ey 
w ere such that it w ere r ep r esentativ e of national b ank s  g enerally, w e 
m ig ht hav e p ub lished it. I am not sure w e w ould hav e. I am not sure 
w e w ould hav e used the names of the b ank s.

H ow ev er, clearly w e are r ep r esenting , w e think , the interests  of 
consumers w ho themselv es may w ish to hav e the names of these b ank s 
made av ailab le to them  so that they can p ur sue their  p r iv ate remedies 
under  the act.

Therefore, I think  the question is not so much w hat w e w ould hav e 
done w ith them. I do not k now  until I see the sur v ey. I think  the 
answ er  may w ell b e that w e w ould hav e done nothing  w ith them.

M r. M o ffett. W hat action w ould you recommend this  sub committee 
tak e if the C om p troller  is r efusing  to disclose w hat step s  w ere tak en 
to cor rect the v iolation w ith resp ect to each b ank  ?

M r. S c h u c k . It seems to me that one of the p rob lems is that the 
term  “exam ination r ep or t” has b een construed v ery, v ery b r oad ly; I 
think  far  in excess of w hat the p ur p ose und erlying  the exemp tion 
justifies.

There is, it seems to me, no reason w hy a r eg ulator y ag ency oug ht 
to b e ab le, sim p ly b v  calling  ev erything  that it ob tains from  a b ank  
p ar t of an exam ination r ep or t, to p rotect from  p ub lic scrutinv  those 
areas, those typ es  of inform ation, w hich do not r elate to safety and 
soundness b ut w hich consumers oug ht to hav e.

O ne thing  I think  the sub committee could do w ould b e to p ress the 
ag encies to r estrict, either  b y r eg ulation or  otherw ise, the scop e of 
their  construction of an “exam ination r ep or t” to those m atter s  w hich, 
if disclosed, could seriously comp romise the integ r itv  of the b ank ing  
system or  cause a r un on the b ank  or  something  lik e that, and not 
include w ithin it those m atter s  r elating  to consumer  p r otection w hich 
consumers oug ht to hav e.

M r. M o ffett. D o  vo u  hav e sug g estions on w hat cr iter ia should b e 
used w ith r eg ar d  to disclosure of indiv idual b ank s? I w ant to ask  
Commissioner  Connell after  v ou answ er.

H e b roug ht up  the fact that, in Connecticut, an attem p t is b eing  
made to dev elop  criteria.

M r. S c h u c k . I think  that the g eneral cr iter ia are fair ly clear  al
thoug h the p recise p oint at w hich you d raw  the line is ob v iously not 
clear.

O ne w ould w ant to consider  the size of the v iolation, the technical 
or  sub stantial natur e of the v iolation-----

M r. M o ffett. The size as defined b v  the d ollar  amount ?
M r. S c h u c k . Big ht, or  p ercentag e of the loan, p erhap s.
I think  the b asic concep t w ould b e how  technical is the v iolation? 

H ow  much of a v iolation of a consumer’s sub stantial r ig hts  is inv olv ed ?
M r. M o ffett. Thank  v ou.
Commissioner  Connell, w ould you address  your self to that question 

also, p lease?
I under stand  w hat you said in your  testim ony b ut I w onder  if you 

can elab orate on it.
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M r. C o n n ell. Y es, in terms of nonrebate types of violations. W e 
w ould have to look for a statistically significant level of violation and 
that is probably betw een 2 ^  and 5 percent, maybe somew here around 
2%  to 3 to be statistically significant.

M aybe something close to 5 percent in terms of being clearly a 
pattern of disregard, but I am looking for suggestions.

M r. M o f f et t . O f the 20  commercial banks and the 32 savings banks 
you examined, how  many of those w ould have violations serious 
enough to get them on the list ?

M r. C o n n ell. I discussed this w ith my staff people that did that, 
too, in anticipation of a question of this sort.

I w ould say in terms of the monetary violation the institution obvi
ously that had the $27 ,0 0 0  rebate figure w ould make it because that is 
certainly a dollar amount of significance and it probably involved in
dividual violations of about $1,0 0 0  each, or $2,0 0 0 , that w ere points 
that w ere left off of mortgage calculations.

In terms of the others, depending on the siz e of the bank, I w ould 
say there w ere very few — perhaps half a doz en at most— because 
we did not really find a 5-percent level in too many instances.

How ever, I think the important thing in this wThole concept is that 
we have a form of government, I believe anvw ay, that is based upon 
openness and that secrecy is an exception and that, just as a matter of 
principle, the secrecy aspect of regulation should be narrow ed.

Therefore, I have supported this thing; not because it w ould be such 
a great amount of disclosure in C onnecticut, but rather because the 
principle is important.

M r. M o f f et t . Isn’t it rather obvious, that, at least in terms of the 
S tates we are discussing, the Federal examiners are inclined tow ard 
more secrecy than the S tates w ould be? Is that not clear?

M r. C o n n ell. Y es; I think that is quite clear.
M r. M o f f et t . W hat about in the nonexempt S tates ? Do we have any 

information on that ?
M r. C o n n ell. Not that I know  of. O ur statute in C onnecticut is 

somew hat unique. It requires all matters to be confidential in the ex
amination process except that w hich the commissioner might disclose 
in the performance of his duties.

Therefore, I felt it w as w’ell w ithin the truth-in-lending concept of 
regulation for me to be able to disclose, but that is a unique statute.

M r. M o f f e'it . I mentioned the other S tates, the nonexempt S tates, 
only because I w onder about your suggestion that we place greater 
responsibility on the S tate banking agencies for compliance.

W hat evidence do we have that that capabilitv exists?
M r. C o n n ell. T hat is a good question. To get to the heart of that is to 

look at the structure of S tate regulation. It does not matter to me 
w hether the authority rests in the consumer projection department 
as in M aine, the attorney general’s office w’hich I believe is the situa
tion in O klahoma.

W e have already in place in S tates in one form or another a com
pliance, a consumer credit compliance unit. They happen, usually, 
onlv to deal w ith small loan companv violations.

Those are people that are trained in examining for compliance. If 
the Federal Government w ere to provide sufficient incentives for these
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Sta te s to pick up the  truth-in-le nding aspe ct and the  othe r Fe de ral 
consume r prote ction sta tute s and e nforce  the m locally, the y w ould be  
able  to provide , probably e ve n quicke r tha n a Fe de ral age ncy, pe ople  
traine d in compliance  and psychologically a ttune d tow ard compliance .
M ore  importantly, the y could provide  local re sponse  to the  partic

ular que stion.
If the  authority w e re  transfe rre d to the  Fe de ral Trade  C ommis

sion— and I do not care  w he the r it goe s to the  Fe de ral Trade  C om
mission or a ne w consume r prote ction commission w hich I w ould also 

t  support— the  ne are st office of the  Fe de ral Trade  C ommission is N e w
Y ork C ity and I am not sure  many C onne cticut consume rs would go 
to N e w Y ork C ity.
The  ne are st Fe de ral banking age ncy is in B oston. Tha t is 1 1 0 mile s 

*  a w av. It is 120 mile s to N e w Y ork from H artford.
It is bad e nough tha t pe ople  have  to call H artford from Stamford, 

but it is worse  to have  to go to N e w Y ork. Tha t is my inte re st, to ge t 
it back to the  pe ople .
M r. M o ffet t . H ow e ve r, this also involve s the  possibility of cre a t

ing a situa tion or a tmosphe re  whe re  the  spe cial inte re st force s can be  
more  re adily martiale d and applie d and can basically frustra te  or 
dilute  the  e fforts of the  Sta te  body.
I am playing de vil’s advoca te  he re .
M r. C o n n ell. For tha t re ason, I w ould support Fe de ral ove rsight, 

but the  hand ne e d not be  too he avy in tha t.
For instance , I know one  Sta te  out W e st tha t has be e n frustra te d in 

ge tting an e xe mption be cause  it w ants to include  the  insurance  pa y
me nt, the  manda torv insurance  payme nt, as part of the  A PR  and the y 
cannot ge t cle arance .
The re  are  se ve ral othe r Sta te s tha t a ctually are  e nforcing a paralle l 

truth-in-le nding sta tute  through the  Uniform C onsume r C re dit C ode  
who have  ne ve r applie d for an e xe mption mainly be cause  the y, I 
think, fe e l tha t the  Fe de ral ove rsight in many w avs is too rigid and 
doe s not re spe ct the  constitutional a uthority of Sta te  gove rnme nt.
M r. M o ffet t . W ha t is the  main differe nce  be tw e e n the  w ay tha t 

you e xamine  and the  w av tha t the  FD IC  e xamine s? Y ou did ve rv well 
» in your te stimonv in de scribing how you e xamine . H ow e ve r, the re  is 

a tre me ndous discre pancy be tw e e n your findings and the irs.
W ould the v say tha t vou are  iust be ing too stringe nt or picky?
M r. C o n n ell. The v could make  tha t sta te me nt but I think re ally 

» anvone  could make  tha t sta te me nt. I think tha t we  have  the se  spe 
cialists tha t go into, do one  thing, to che ck compliance . W he n you are  
de aling w ith important ma tte rs of solve ncv in ve rv difficult e conomic 
conditions, re ally the  primarv e ffort is to de te rmine  the  condition of 
the  bank from a solve ncy standpoint.
I w ould sav tha t the  Fe de ral D e posit Insurance  C orpora tion this 

last se ve ral ye ars has done  a magnifice nt job in de aling w ith bank 
failure s and ne ar bank failure s.
M r. R osen t hal. Including +he Franklin N a tional B ank?
M r. C o n n ell. Y e s. sir. I think the  Franklin N a tional and the  U.S. 

N a tional w e re  mae pifice nt e xample s of pre ve nting a liquida tion and 
prote cting all de positors.
I re ally be lie ve  tha t the  banks w e re  save d.



6 8

M r. R o sen t h al . Do you include both the FDIC and the Com ptroller 
in that assessment?
M r. Co n n ell . T he FDIC in being able to effect a merger.
B oth of those cases involved— and I am removed and I do not know  

the details, obviously— massive fraud and that is a very difficult thing 
to deal w ith. Fraud is something that sometimes you cannot detect 
w hen there are tw o sets of books.
P ersonally, I feel that the Federal banking agencies have done a 

much better job than has been perceived in these areas.
M r. M o f f et t . I have just one more question. Let me ask the others >

if you agree w ith placing more responsibility in the States. Y ou are 
State officials so I presume you w ould agree.
H ow ever, please think of the nonexempt States and the fact that 

the States represented here today are w ay out in front. **
W hat should our responsibility be in terms of the entire N ation? 

Commissioner ?
M s. Green w ald . I am not as enthusiastic as Larry is on that score.

I think if the State shows enough interest to apply— part of the prob
lem in applying may be the w ay the financing is done and Commis
sioner Connell has usually asked for some Federal financing.
In M assachusetts, if they are going into a bank, the bank is going 

to pay for the examination at a charge per day for the examiner. T he 
legislature is w illing to fund a substantial am ount of money for small 
loan company examinations.
T hese specialized examiners are not funded by per diem charges in 

the same w ay.
H ow ever, other States are not w illing to allocate the money. If thev 

are not w illing to allocate the money and thev do not come forw ard 
to apply for the exemption, then I do not think we should force it 
back on them .
I seems to me that the Federal agencies, as I pointed out before, have 

magnificent staffs. T hey have large bodies of people. T hey are in the 
banks.
W hat I think the Congress has to do is make clear that you w ant spe

cialized teams going in.
Y ou asked Commissioner Connell w hat did he do that the FDIC did 

not do. I w ould have been very happy if I could have submitted my 
data to you, saving, “T he 1975 data w as FDIC data: the 1976  w as 
M assachusetts data.” T he fact is that it w as both done bv our depart
ment and the simple change w as to sw itch from  the regular examining *
staff to specialists w ho had been brought up, in a sense, that consumer 
compliance is w hat we are here for.
T hen, in truth, the State examiners w ill be no different than the 

Federal examiners if they are the same examiners; the people w ho do 
safety and soundness.
M r. M o f f et t . T hank vou.
Superintendent Quinn?
M r. Quin n . I w ould just say that I do not know  that there is a real 

need that the States do this sort of thing because my experience has 
been that there are a num ber of States that are not going to do it.
As you suggest, if thev are subject to various banking bureaus 

around the country— certainly excepting the banking bureaus here
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to day — I think  a num ber o f them  are subject to  a substantial am o unt 
o f pressure fro m  the bank ing  industry .

In M aine, o ur legislature saw  the pro blem  o ver a num ber o f y ears 
fro m  this pressure and they  saw  w hat happened and they  decided to  
start a separate independent agency  w hich is no t co ncerned w ith the 
liq uidity  q uestio n so  that w hen w e find substantial vio latio ns w e m ak e 
these k no w n to  the bo rro w er and to  the public.

W e feel that the public has a rig ht to  k no w  abo ut these things. T hat 
is no t g o ing to  happen w ithin an agency , generally  speak ing, that has 
respo nsibility  fo r the safety  and so undness o f these bank s because, it 
seem s to  m e, the individual w ho  w ill be heading that agency  in a num 
ber o f cases w ill co m e fro m  the bank ing  industry  and w ill expect so m e
day  to  return to  the bank ing industry .

T hat has been the pro blem  in M aine. It is no t currently  the pro blem  
but it has been in the past. T hat gave rise to  o ur independent agency .

O n the Federal level, I think  y o u have to  give it to  an independent 
agency  if y o u expect any  co m pliance at least o n a co st-effective basis. 
Y o u have to  tak e it aw ay  fro m  these agencies because the peo ple that 
these agencies presently  exam ine have the sam e im pressio n that they  
did in M aine just a co uple o f y ears ag o ; that it is an internal bureau
cratic co urtesy  extended to  him  and they  have no  particular reaso n to  
co m ply  w ith it.

W hereas, in an independent agency , y o u w o uld no t have to  have that 
m any  peo ple. Just as in any  agency  w here there is strict enfo rcem ent 
o f co nsum er rig hts, y o u find that m o st businesses w ant to  co m ply  w ith 
truth in lending  but, in m any  areas, they  sim ply  have no t been given 
a co st-benefit reaso n to  do  so .

A n independent agency  that w o uld expo se these sho rtco m ings w o uld 
so lve that, I believe.

M r. M o ffett. T hank  y o u. C o m m issio ner C o nnell, just o ne m o re 
q uestio n.

W hen do  y o u suppo se vo u w o uld publish a list ? Ho w  lo ng is it g o ing 
to  tak e to  develo p the criteria ?

M r. C o nnell. T here is ano ther aspect o f this, to o , that I think  w e 
have to  face as w e appro ach this. O nce having  develo ped the criteria, 
then w e have to  have the vio lato r, and then w e have to  give the vio lato r 
sufficient due pro cess o ppo rtunity  fo r appeal o r discussio n o f the par
ticular vio latio n and reso lve it in that fashio n befo re disclo sure.

I think  there is a due pro cess elem ent here that w e have to  be very  
careful to  o bserve.

Ho w ever, I w o uld say  that w e w ill pro bablv develo p a criteria in 
the next several w eek s and then begin apply ing  it to  o ur exam inatio ns.

W hat I do  no t k no w  is w hen w e are go ing to  hit the trig g ering  level. 
T hat co uld be several m o nths. Ho w ever, as far as I am  co ncerned, 
w e are o n the w ay  to  it and the m achinerv is in place.

I w o uM  have to  agree that the States vary  in their interest. O f 
co urse, fo r that reaso n, y o u have to  co ntinue Federal o versight. I 
agree w ith that.

M r. M o ffett. I k no w  fro m  y o ur reco rd that y o u are very  m uch in 
favo r o f that.

T hank  y o u. C o m m issio ner C o nnell. I w o uld lik e to  say  that w e 
have been very  pro ud o f y o ur effo rts in C o nnecticut.

M r. C o nnell. T hank  y o u, sir.
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M r. M o ffett. Thank you all for testifying. It was an excellent panel,
M r. C hairm an.
M r. R o sen th a l. C ongressm an D rinan ?
M r. D r in a n . Thank you, M r. C hairm an.
C om m issioner Greenwald, I want to com e back to these violations.
It is possible to have a perfect bank. In one instance, 60 accounts 

were exam ined— 10 percent of the total in the bank— and no violations 
were discovered at all.
I com m end you and those with you here in that we are seeing, 

obviously, the best in the country. I just hate to think w hat the w orst 
would be. <
M assachusetts is undoubtedly am ong the best with your colleagues 

here, but it pains m e that the whole thrust of the law was to give the 
consum ers the right to know which banks shape up, so w hat harm  is 
there in disclosing the report that you have m ade ? *
I am  not certain that it violates M assachusetts law , but w ould any 

harm  be done if, in fact, this thing cam e out praising the good banks 
and showing that they can, if they put their m inds to it, be in total 
com pliance with M assachusetts and Federal law ?
W hat harm  would be done ?
M s. Green w a ld. I think there would be several things. First, we 

only gave you a partial list because we were doing a 5-m onth experi
m ent period so you are talking about only som e of the potential viola
tors but you would be giving the im pression that these are the only 
bad banks that have been discovered.
This would not be accurate because we have not done all of them .
Second, as I said this inform ation was gathered as part of an 

exam ination w hich, on its face and on the cover of the report, says 
that this will not be disclosed to anyone except the bank or under 
court order to a court.
As I said, if we were going to do this differently, if we felt that the 

legislature wanted total disclosure, I would gather the inform ation. I 
have plenty of power to gather it separately as I did under redlining 
and as I did under em ploym ent practices.
I had no intention of keeping that inform ation confidential.
M r. D r in a n . I have the M assachusetts law here. W hat particular 

section forbids its disclosure ?
M s. Green w a ld. I am  talking about the banking statute. *
M r. D r in a n . I have it here, the whole law , the M assachusetts law.
Is it absolutely clear in your m ind that this inform ation m ay not 

lie revealed ? Is this the inform ation that is covered within the pur
view of that particular section ?
M s. Green w a ld. Yes, because it-----
M r. D r in a n . You could reveal it to the legislature.
M s. Green w a ld. That is right, in an annual report.
M r. D r in a n . W ith the nam es of the banks.
M s. Green w a ld. Yes.
M r. D r in a n . And you have not yet had occasion to do that. W hen 

will you m ake the first report on these revelations of this new truth 
squad that you have ?
M s. Green w a ld. I do not think we have decided w hether or not we are going to do that.
M r. D r in a n . But you have the power to do it.
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M s . G reenw ald. Yes , I  have.
M r. D r inan. W hy would you not do it ? Is  there any argum ent for 

not doing it ? I want to know it.
W hat you are s aying now is  that you are p utting a cloud oyer all 

of the banks . Peop le will read your tes tim ony, as  I  have read it, and 
s ay, “M y Lord, how m any banks  are cheating the p eop le ?’

It seem s  to m e that thos e who do not cheat the p eop le have a right 
to be vindicated. M aybe you s hould disclose only the good banks . 
M aybe you s hould p ut out a lis t only of the p erfect banks .

* M s . G reenw ald. I gues s  when it com es  down to it, I have res erva
tions  but I have not com p letely decided where I would s tand on this  
is sue.

It seem s  to m e that the job that was  given to m e by the legis lature 
was  to ins ure com p liance and that if  m y rep ort to the legis lature is  
that there is  not com p liance, then I have to exp lain to them  why there 
is  not com p liance.

There are only two answers . O ne is  that I have been doing a bad 
job, or two, you did not give m e enough s anctions  so that when I  found 
a violation I could m ake s ure it was  corrected and did not hap p en 
again.

I think the answer, at this  noint, is  that in the banking dep artm ent 
we have not been doing a very good job. I do not think that it is  be
cause the law does  not give us  enough p ower to do so.

Therefore, I  would like to go through at leas t a year of s aying, 
“Look, we are really going to enforce it.” Then when we com e back 
next year it s hould be enforced.

It has  been on the books  for 10 years . I  thought we had a very p roud 
record. H aving gone back to look, we obvious lv were not enforcing it. 
W e had good form s , but they were not being followed.

M r. D r inan. A nd the banks  have gotten them s elves  a law written 
by their lobbvis ts  that s ays  if  the banks  turn out to be bad that you 
cannot reveal it to anybody excep t the banks .

M s . G reenw ald. A nd to the p ers on who is  offended or to the attor- 
nev general.

M r. D r inan. That is  right.
M c. G reenw ald. W e could turn to the attorney general and we 

would turn-----
M r. D r inan. Yes , but that is  only if  it is  very grievous , but why 

s hould thev be. p rotected from  having the p ublic know their own 
» crim inality? They violate this  law.

It is  outrageous . Yet the law savs . “t̂ h. no, if  the ban kin" com 
m is s ioner dis covers  thes e things , the bankin" com m is s ioner tells  only 
the bank, ‘You have been in violation of the law’, and tells  no one 
else.”

That certainly is  an anom aly. I f  the guy s elling gas oline cheats , 
it is  a p ublic record. Therefore, how can you defend the law?

W ouM  the othp r rom m is=ioners  like to com m ent on this  noint?
M r. Connell. The M as s achus etts  s tatute is  quite different than the 

Connecticut s tatute.
M r. D r inan. W ould vou like to have the file to reveal all thes e 

things  after giving warning to the bank and so forth?
M r. Connell. I  believe I have that file, s ir.
M r. D r inan. D o you do it?
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M r. C o n n e l l . T h is is w hat we were disc ussing. I will be doing it 
for substantive violations and signific ant violations.

I do not w ant to pound them over the head.
M r. Dr in a n . Y o u  will start doing th at ?
M r. C o n n e l l . W e will be starting to do it.
M r. D r in a n . W hy have you not done it by now, up to date, if you 

have th e files ?
M r. C o n n e l l . B ec ause we h ad not th ough t of it if you w ant me to 

be perfec tly frank w ith you, C ongressman. W e h ad not th ough t of it.
W hen I came in, I began the rebate proc edure as the first step. «
M r. Dr in a n . B ut th at is all sec ret.
M r. C o n n el l . Y es, it is; exc ept to the c onsumer th at was injured.

T he c onsumer th at was injured gets his or h er redress.
M r. Dr in a n . B ut now, starting tomorrow, you are going to put *

out a press release th at the G reenwic h N ational B ank or the G reen
wic h L oc al B ank is in violation in one-fifth of the c ases; OK ?  Is th at 
w hat you are going to do ?

M r. C o n n el l . T h at is c orrec t, sir.
M r. Dr in a n . A nd you have th e power to do th at?
M r. C o n n el l . Y es, sir.
M r. Dr in a n . Okay.
M r. Q uinn, yes?
M r. Ou in n . F ath er Drinan does not remember th at I was one of 

his students.
M r. D r in a n . Oh, I really do. I tell you, C ommissioner, we are so 

proud of you.
M r. Q u in n . W e do have th e auth ority and we utilize it. Our statute 

does not have a c onfidentiality clause. T h at is something I th ink th e 
banks are going to try  to c orrec t th is c oming legislative session.

M r. Dr in a n . T he bankers of M assac husetts just slipped th at in there 
10 years ago, huh  ?

M r. Q u in n . N o . I th ink th at you will find th at just about every 
banking statute th at I have ever seen c ontains th e c onfidentiality 
c lause. I am not thp c ommissioner of banking. I am a separate agency.

M y agenc y, th e B ureau of C onsumer Protec tion, does not have th at 
c onfidentiality sec tion. W e have utilized th e power to public ize sub
stantial violations twic e w ithin the past 3 months in two separate *
banks.

I c an assure you th at if you talk to th e bankers in M aine there is an 
inc reased willingness on th eir part, to c omply w ith the law. W e have 
seen to th at and I th ink the public ation of substantial violations is 
nec essary.

I do not th ink it is nec essary in all cases. I do not th ink th at sub
stantial violations oc c ur all th at often in truth  in lending.

M r. Dr in a n . B ut why should th is not be a matter of public  rec ord?
W h y should you or anyone have the disc retion to say th at bank A  is 
not in substantial nonc omplianc e; therefore, we hush this up.

W e get a rebate to the c ustomers there but we are not going to put 
anyth ing out. W h y should th is not be a matter of public  rec ord?

M r. Q u in n . I do not argue with th at. I th ink it should be a matter 
of public  rec ord and bac k home in M aine it is.

M s. G r een w a ld. Y o u  say you differentiate signific ant and not sig
nificant,. T he nuestion is th at vou c ould have 900 violations whic h looks 
like a lot of violations, but it is really one technicality on the form.
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M r. D rinan. T hen you have to deal with that in a practical sense. 
M s. Greenwald . Y ou do not publish everything. It is not sim ply 

posting a list of violations which you want to publish. It is a list of 
significant violations.
M r. D rinan. B ut, com m issioner, even when you turn a bad case over 

to the attorney general, you still cannot talk about it in public. W hy 
should that be ?
M s. Greenwald . If  he prosecutes-----
M r. D rinan. T hat is som ething else, but you cannot.
W hy should you and the com m issioner’s office be under this restric

tion ? W e do not treat crim inals in society in any other category like 
we treat the banks.
M s. Greenwald . I am  saying that, under the statute, if the legisla

ture in M assachusetts wanted us to do this it is easy enough to do. T hey 
would sim ply say, “ D o not collect it as par t of the exam ination report 
which has this confidentiality cover. C ollect it under 167 , section 7 ,” 
which says, “ Y ou collect any infor m ation you want from  the banks.”
M r. D r inan. B ut you would like to have the power that the com 

m issioner in C onnecticut has to put out a statem ent or just to have it 
in the public record— not a press release— that banks A , B , and C are 
in total com pliance; banks G, E , and F are not. W ould that not be 
better for you and for the public ?
It would fulfill the purpose of the statute which is consum er pro

tection.
M s. Greenwald . Y ou feel it facilitates shopping for credit.
M r. D r inan. Y es. I would not put m y m oney in a bank that has 207  

violations out of 600; a bank in m y district, that is. I have som e 
obligation to warn m y constituents that they get cheated there, and 
they are not technical violations.
T hey are violations in a m iscalculation of the m ortgage m oney, the 

interest.
M s. Greenwald . I said it before and I am  really saying it tr uth

fully ; we found having to prepare for these hearings very provocative 
in the departm ent. W e are exploring the idea of why are we collecting 
this as far as the exam ination reports.
A s I put in m y testim ony, it is obvious to m e that this has nothing 

to do with safety and soundness. I could collect the sam e infor m ation 
under 167  section 7  which says the banking com m issioner m ay ask for 
any infor m ation having to do with financial data in the bank.
If  I collect it under that, it is the sam e as collecting redlining data 

or em ploym ent data. T hat is all it is and I have already decided it has 
nothing to do with safety and soundness so I can publish it.
W e are exploring whether we should not just do that.
M r. D rinan. If  you need a statute in the legislature, I am  sure it 

would go through in a day or two if you proposed it.
“ Sunshine in B anking,” that is a good title for that law.
T hank you very m uch. T hank you all.
M r. Rosenthal . I would like to thank all of you.
A gain, I want to reiterate— and I am  sure all m y colleagues agree—  

that all three of you were very, very im pressive witnesses. Y ou en
lightened us on a subject that is of deep concern.
I am  im pressed with your perform ance and your dedication to your 

responsibilities.



74

T h e subcom m ittee w ill h ea r testim ony tom orrow  m orning  from  th e 
F ed era l regula tory a gents on th is sa m e subject.

T h e subcom m ittee sta n d s a d journed .
[W h ereup on, a t 11:4 5 a.m ., th e subcom m ittee a d journed , to recon

vene a t 10  a.m ., T h ursd a y, Sep tem ber 16,1976.]

a

A

A



F EDERAL BANK ING AGENCY ENF ORCEM ENT OF  TRUTH IN LENDING ACT
T H U R SD AY, SEPT EM BER  16, 1976

H o u s e  o f R e pr e s e n t a t ive s .
Co m m e r ce . Co n s u m e r , 

a n d M o n e t a r y  A ffa ir s  Su bco m m it t e e  
o f t he  Co m m it t e e  o n  G o ve r n m e n t  Ope r a t io n s ,

W a s hington, D .C .
The subcom m ittee m et, pursua nt to notice, a t 10 :12 a .m ., in room  

224 7, R a yburn H ouse Office Building, H on. Benjam in S. R osenthal 
(chairm an of the subcom m ittee) presiding.

Present: R epresentatives Benjam in S. R osentha l, E lliott H . Levitas, 
Ga rry Brown, and W illis D. Gradison, Jr.

A lso present: Peter S. Barash, staff director; R obert H . Dugger, 
econom ist; E lea nor M. Vanyo, assistant clerk; and H enry C. 
R uem pler, m inority professional staff, Com m ittee on Governm ent 
Operations.

M r. R o s e n t ha l. The subcom m ittee will be in order. W e will con
tinue the hearings which were begun yesterday on the Federa l enforce
m ent of the Truth in Lending A ct.

W e have a distinguished panel with us this m orning. A nd if a ll of 
you will sit a t the table in a panel fashion, we will expedite the business 
of the subcom m ittee. W e do have a slight problem  this m orning in 
tha t the H ouse went into session a t 10  o’clock.

W e are honored to have with us this m orning Gov. Philip Jackson, 
a m em ber of the Board of Governors of the Federa l R eserve System ; 
M r. Thom as Tavlor, of the Office of the Com ptroller of the Currency; 
and M r. John E a rly, of the Federa l Deposit Insurance Corporation.

Governor Jackson, we should appreciate it if you would go first.

STA TE M E NT OF P H ILIP  JA CKSON, M E M BE R , BOA R D OF GOVE R NOR S, 
FE DE R A L R E SE R VE  SYSTE M

M r. Ja cks o n . Good m orning, M r. Chairm an.
I welcom e the opportunity to testify today before the Subcom m ittee 

on Com m erce, Consum er, and M onetary A ffairs rega rding the issue 
of enforcem ent of the Truth in Lending A ct. The Boa rd appreciates 
your interest in our enforcem ent efforts. A s you are aware, the Boa rd’s 
staff and m em bers of the subcom m ittee staff have m et on a num ber of 
occasions during the la st few weeks in prepa ra tion for these hearings. 
I would like to begin bv presenting an overview of the Federa l R eserve 
System ’s previous enforcem ent effort of truth in lending and its new 
plan for enforcem ent of all consum er laws and regulations in the 
future.

(75)
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T h e  F e de ral R e se rve  Syste m  h as a dual re sponsib ility unde r th e  
T ruth  in Le nding Act. F irst, th e  Board of G ove rnors h as th e  re spon
sib ility to issue  re gulations to im ple m e nt th e  act. T o th is e nd, th e  
Board issue d re gulation Z  in 196 9. T h e se  re gulations apply to all pe r
sons and e ntitie s w h o re gularly e xte nd consum e r cre dit. T h is task also 
include s th e  issuance  of num e rous am e ndm e nts and inte rpre tations 
de signe d to re solve  unce rtaintie s as to th e  im pact of th e  le gislation. 
T h e  staff h as also issue d m ore  th an 1,10 0  pub lic position le tte rs re garding th e  re gulation.

W h ile  th e  Board’s e m ph asis h as b e e n on rule  w riting, th e  F e de ral 
R e se rve  Syste m  also h as re sponsib ility to e nforce  th e  re gulation am ong 
some  1,0 50  State -ch arte re d b anks th at are  m e m b e rs of th e  Syste m . 
T h is e nforce m e nt re sponsib ility is carrie d out in th e  first instance  b y 
th e  12 F e de ral R e se rve  b anks, w h ich  m aintain a force  of e xam ining 
pe rsonne l w h o pe rform  annual e xam inations of th e  S tate  m e m b e r b anks.

C om pliance  b y S tate  m e m b e r b anks is m onitore d th rough  a re vie w  
of e ach  b ank's form al policie s and proce dure s, as w e ll as an e xam ina
tion of th e  actual practice s follow e d. T o illustrate , com pliance  w ith  
truth  in le nding re q uire m e nts is ve rifie d th rough  re vie w  of th e  b ank’s 
policie s and proce dure s in granting dire ct and indire ct consum e r 
loans, th e  disclosure  form s use d in conne ction w ith  th ose  loans, and 
copie s of its adve rtising. V iolations are  calle d to th e  atte ntion of m an
age m e nt w ith  a vie w  tow ard inform ing th e  b ank of th e  law ’s re q uire 
m e nts, ob taining corre ction, and ge tting th e  b ank to adopt m e asure s 
to pre ve nt future  occurre nce s. V iolations and th e  b ank m anage m e nt’s 
plan for corre ction are  also note d on a se parate  page  in th e  e xam ination 
re port— page  5(1)— a sam ple  copy of w h ich  is attach e d. De pe nding 
upon th e  nature  and se riousne ss of th e  violation, th e  F e de ral R e se rve  
b ank, in transm itting a copy of th e  e xam ination re port to th e  b ank, 
m ay h igh ligh t th e  violation and ask for m anage m e nt’s re sponse  b y a 
give n date  as to th e  action take n to pre ve nt re curre nce s of th e  violation. 
O f course , during any sub se q ue nt e xam ination, a de te rm ination is m ade  
as to w h e th e r violations pre viously cite d h ave  b e e n corre cte d.

E nforce m e nt of th e  T ruth  in Le nding Act is also carrie d out th rough  
th e  inve stigation of consum e r com plaints conce rning th e  State  m e m b e r 
b anks. During th e  first h alf of 197 6 , th e  12 F e de ral R e se rve  b anks 
h andle d 1,131 com plaints. T w o-th irds of th e se  com plaints w e re  inve s
tigate d b y th e  R e se rve  b anks, as th e y re late d to S tate  m e m b e r b anks. 
T h e  re m aining one -th ird involve d cre ditors not unde r th e  Syste m ’s 
dire ct supe rvision and w e re  forw arde d to th e  appropriate  e nforce m e nt 
age ncy. W h e re  violations of th e  act h ave  b e e n found, th e  b anks are  
told to corre ct th e m . T h e  Board is m ade  aw are  of com pliance  de ficie n
cie s at S tate  m e m b e r b anks b v th e  R e se rve  b anks w h ich  pre pare  a 
q uarte rly re port for th e  Board sum m arizing th e  consum e r com plaint 
activity.

T h e  Board and th e  F e de ral R e se rve  b anks h ave  take n a num b e r of 
ste ps to provide  e xam ine rs w ith  th e  training and inve stigatory tools 
ne e de d to pe rform  e ffe ctive  truth -in-le nding com pliance  re vie w s. Be 
fore  re gulation Z  b e cam e  e ffe ctive — J uly 1, 196 9— m e m b e rs of th e  
Board's staff conducte d se m inars for e xam ine rs at th e  F e de ral R e se rve  
b anks e xplaining th e  re ouire m e nts of th e  re gulation. T h is program  w as 
re pe ate d in 197 3. In addition, th e  Board pre pare d an e xte nsive  e xam i-
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na tion m anual and checklist on truth in lending designed to be used 
by exam iners for enforcing regula tion Z. In connection w ith the Fa ir 
Credit Billing Act, the Board conducted intensive reviews of the new 
requirem ents for both the key exam ina tion personnel of the R eserve 
banks and for persons from  the other Federal enforcem ent agencies. 
In addition, the Federal R eserve banks have held num erous tra ining 
sessions for exam iners, particularly newly appointed exam iners.
Each System  exam iner a ttends our assistant exam iner and exam iner 

schools w hich devote tim e to explaining regula tion Z and to tra ining 
exam iners to determ ine w hether S ta te m em ber banks are in com pliance 
w ith the law . It should be noted tha t som e exam iners from  S ta te bank
ing departm ents also a ttend the System ’s schools.
Since enactm ent of the Truth in L ending Act in 1968, the Board has 

conducted an extensive consum er and creditor educa tional program  
rela ting to the act and regula tion Z. Educa tion to assist the consum er 
in understanding the inform a tion and other benefits tha t the legisla
tion is intended to provide is regarded as very im portant. N ewspaper 
articles, interviews, and radio appearances continue to be used in our 
efforts to acquaint the general public w ith the Truth in L ending Act. 
Consum er affairs liaison officers and staff a t the Federal R eserve banks 
also conduct frequent m eetings and sem inars for creditor and consum er 
groups.
The Board believes tha t educa tion of creditors is an im portant 

device in preventing noncom pliance problem s. As an exam ple of this 
educa tional program , follow ing the passage of the recent fa ir credit 
billing am endm ents to the act and the Board’s issuance of im plem ent
ing am endm ents to regula tion Z, the Board’s staff participa ted in 
num erous m eetings and sem inars for the purpose of explaining to 
creditors the new provisions and requirem ents. Approxim a tely 6,200 
creditors a ttended these m eetings which were held throughout the 
U nited S ta tes during 19 7 5.
The System  has also distributed m ore tha n 2 m illion copies of a 

pam phlet tha t contains both the act and regula tion Z, as well as ques
tions and answers concerning com pliance m a tters. In addition, m ore 
tha n 3y2 m illion copies of a leaflet explaining the basics of truth in 
lending to consum ers have been distributed, including m ore tha n a 
half-m illion copies of a Spanish language version. O ur staff is develop
ing sim ilar pam phlets on the provisions of the Fa ir Credit Billing and 
Equal Credit O pportunity Acts.
U n to this point, the System  has been able to utilize the standard 

bank exam ina tion process to determ ine Sta te-m em ber bank com pliance 
with truth in lending. However, w ith the grow th of consum er credit 
legislation, we recognize the need for expanding our enforcem ent 
efforts. These new consum er-oriented laws, all of w hich have been 
enacted during the past 2 years, include the Fa ir Credit Billing Act, 
Equal Credit O pportunity Act, Consum er L easing Act, Hom e M ort
gage D isclosure Act, R eal Esta te Settlem ent Procedures Act. and the 
provisions of the Federal Trade Com m ission Im provem ent Act rela t
ing to unfa ir and deceptive acts and practices by banks. In recognition 
of this expansion, the Board has recently approved the follow ing 
program s:
1. The establishm ent of a special consum er com pliance exam ina tion 

school to be held in W ashington, D .C. This school w ill acquaint exam -

7 9 -848 0  - 7 7  -6
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in e r s m ore  fully w ith  th e  r e quir e m e n ts of th e  m an y con sum e r  cr e dit 
r e gulation s an d th e  m e th ods for  e n forcin g th e m . Th e  first sch ool is 
sch e dule d to be gin  S e pte m be r  27 , 197 6, an d addition al sch ools w ill be  
sch e dule d th e r e afte r . I h ave  attach e d a copy of th e  age n da to m y 
w r itte n  state m e n t.

2. In stitution  of an  in te n sive  e ducation al an d advisory se rvice  in  
e ach  F e de r al R e se rve  ban k  to assist S tate  m e m be r  ban k s in  th e ir  
e ffor ts tow ard com plian ce . E ach  R e se rve  ban k  is e stablish in g a te am  
of spe cialists to assist S tate  m e m be r  ban k s in  com plyin g w ith  th e  
B oar d’s con sum e r  r e gulation s.

3. S pe cial e x am in ation  of S tate  m e m be r  ban k s w ill sh or tly be  in i
tiate d by ban k  e x am in e rs w h o h ave  r e ce ive d spe cial tr ain in g in  th e  
con sum e r  cr e dit r e gulation s. Th e se  e x am in ation s or din ar ily w ould be  
con ducte d an d sch e dule d to coin cide  w ith  th e  r e gular  com m e rcial 
e x am in ation s, but th e y m ay, at tim e s, be  sch e dule d se parate ly. A fte r  
th e  first 24 m on th s of th e  program — D e ce m be r  31, 197 8 — a th or ough  
e valuation  of th e  program  w ould be  con ducte d.

4. Th e  im m e diate  form ation  of a spe cial task  force , com prise d of 
r e pr e se n tativ e s from  th e  B oard an d th e  e x am in in g de par tm e n ts of 
th e  F e de r al R e se rve  ban k s, to study an d pr om ptly r e por t to th e  B oard 
on  th e  follow in g issue s:

(a)  Th e  im ple m e n tation  of specific e x am in ation  proce dur e s to 
car r y out con sum e r  r e gulation  com plian ce .

(5) Th e  appr opr iate  sam ple  size  n e e de d to m e asur e  a ban k ’s 
com plian ce  w ith  th e  r e gulation s, for  e x am ple , th e  quan tity of 
disclosure  form s, fin an ce  ch arge  com putation s, an d an n ual pe r 
ce n tage  r ate  calculation s to be  r e vie w e d.

(<?) Th e  de te r m in ation  of w h at ste ps sh ould be  tak e n  w h e n  
violation s ar e  discove r e d.

(c?) Th e  e x pan sion  of th e  S yste m ’s public e ducation  program  
to in form  cr e ditors an d con sum e rs about th e  n e w  con sum e r  le gis
lation .

5. Th e  S yste m  plan s to in volve  th e  n e w  C on sum e r  A dvisory C oun 
cil to th e  fulle st e x te n t possible  in  br in gin g to its atte n tion  tr uth -in - 
le n din g abuses. 1

Th e  e ffor ts outlin e d above  sh ould r e sult in  an  e ve n  m or e  effe ctive  
e n force m e n t program . In  th is con n e ction , th e  C om ptrolle r  of th e  C ur 
re n cy an d th e  F e de r al D e posit In sur an ce  C orpor ation  h ave  also be e n  
e valuatin g e x istin g proce dur e s. D ur in g th e  last 3 m on th s. B oard staff 
h as been , w or k in g w ith  th e  staffs of th e se  tw o age n cie s tow ard de ve lop
in g a un iform  approach  to e x am in ation s of com m e rcial ban k s. To date , 
th e  pr oduct of th is e ffor t in clude s de ve lopm e n t of e x am in ation  
m an uals, r e por t page s, tr ain in g m an uals, an d in te r age n cy in str uctors 
for  th e  age n cie s’ con sum e r  r e gulation s tr ain in g sch ools.

Th e  subcom m itte e  also r e que ste d th at th e  B oard pr e se n t its position  
on  th e  m e r its of th r e e  issue s r e latin g to n on com plian ce  disclosure . 
Th e se  issues a r e :

1. Notification  to in dividual bor row e rs th at th e ir  loan  tr an saction  
m ay con tain  a violation  of som e  se ction  of tr uth -in -le n din g 
regulation s;

2. D isclosur e  th r ough  th e  m e dia of th e  de gre e  of in dividual ban k  
n on com plian ce  w ith  tr uth -in -le n din g r e gulation s; an d

3. Th e  r e lation sh ip of disclosure  to th e  se lf-e n forcin g n atur e  of th e  
T r uth  in  Le n din g A ct.
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T he  B oard believes it would be pre m ature  to take  positions on these  
issues prior to receipt of the  task force  re port m e ntione d e arlie r. T hese  
issues involve  num e rous and difficult conside rations which the  B oard 
believes ne e d furthe r analysis and e xpe rie nce  be fore  be ing decide d. I 
can assure  you, howe ve r, that the  B oard will give  these  m atte rs the ir 
dese rve d atte ntion, and I would be happy to re port to you whe n the  
B oard finally adopts its positions. H owe ve r, in orde r to be  as he lpful 
to this subcom m itte e  as possible , I would like  to now raise  som e of our 
prim ary concerns with the  points you m e ntion.
A s the  B oard has re pe ate dly indicate d both in te stim ony and re 

ports to the  C ongress, the  m ajority of violations of the  T ruth in L e nd
ing A ct are  pure ly technical in nature . Give n the  highly com ple x 
nature  of the  re gulation, technical violations will occur due  to un
inte ntional and ine vitable  hum an e rror. A n e xam ple  of such an e rror 
would be the  failure  to de note  a pre paid finance charge  as such; 
although it is disclosed as a finance charge . In m ost violations, the  
custom e r is ne ithe r ove rcharge d nor m isle d. It m ay be unwarrante d to 
notify borrowe rs and/or the  m e dia that a bank has com m itte d such 
technical violations. Such a proce dure  m av unduly e ncourage  a pro
life ration of civil actions to be  brought against the  offe nding bank e ve n 
whe n only technical violations have  occurre d.
M uch of the  prese nt com ple xity of the  act and re gulation Z  reflects 

the  im pact of the  civil liability conside rations. T he  thre at of seve re  
pe nalties for re lative ly m inor technical violations has le d m any cre di
tors to se ek gre ate r ce rtainty by re que sting official B oard am e ndm e nts 
and inte rpre tations, which furthe r com plicate  the  re gulation. A lthough 
private  causes of action provide  an im portant e nforce m e nt tool for 
the  act, the  B oard belie ves that C ongress should care fully re view the  
pre se nt civil liability provisions to de te rm ine  whe the r m odification 
of the m  m ight re duce  ne e dless litigation and the  re sulting re gulatory 
com plications.
T he  B oard has take n one  action and is conside ring anothe r that m ay 

assist in re ducing unnecessary litigation. T he  B oard has adopte d pro
ce dures im ple m e nting the  provisions of P ublic L aws 9 4—222 and 9 4- 
239 . which provide  a de fe nse  for cre ditors re lying upon le tte rs issue d 
by dulv authorize d officials of the  B oard in connection with re gulations 
B  and Z . In addition, the  B oard is conside ring the  de ve lopm e nt of 
standardize d truth-in-le nding disclosure  form s, or portions of form s, 
on which cre ditors could re ly in com plying with the  act. It is hope d 
that these  form s will prove  especially be neficial to those  cre ditors, such 
as sm all re taile rs, who do not have  access to, or cannot afford, special
ize d le gal counsel to design the ir own form s.
While  these  m e asures should re duce  the  pre se nt volum e  of litigation 

and he lp alle viate  confusion re sulting from  the  com ple xity of the  act 
and the  re gulation, the  B oard has aske d that C ongress also study the  
possibility of lim iting the  pe nalty provisions of the  statute  to viola
tions that actually inte rfe re  with the  consum e r’s ability to m ake  
m e aningful com parisons of cre dit te rm s. Onlv a lim ite d num be r of 
te rm s se em  to be  ge nuine ly he lpful in this re gard. T hese  probably in
clude  the  annual pe rce ntage  rate , the  finance charge , the  am ount fi
nance d, and the  re paym e nt sche dule . P e rhaps only m ate rial m isstate 
m e nts of these  te rm s should be brought to the  atte ntion of consum e rs 
and civil liability only attach whe re  such m isstate m e nts have  occurre d.
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T his  w ould lea ve technica l violations  to be dea lt w ith by a dm inis tra
tive rem edies . Under pres ent la w , a  creditor m a y be pena lized for 
purely technica l viola tions  of w hich the consum er m a y ha ve been un
a w a re a t the tim e a nd w hich in no w a y entered into the decis ion to 
accept or reject the credit term s  offered. T his  s itua tion lends  its elf to 
a buse a nd ha s  overburdened som e courts w ith truth-in-lending liti
gation.
From  1972  through S eptem ber 1975, a pprox im a tely 6,100 s uits  ha ve 

been filed in Federa l dis trict courts a lleging viola tions  of the T ruth 
in Lending A ct. T his  indicates  to som e degree tha t the s elf-enforce
m ent m echa nis m  w ithin the a ct is being ex ercised. M a ny of these s uits , 
how ever, w ere the res ult of technica l viola tions  being com m itted a nd 
w ere not initia ted solely on the ba s is  of a  viola tion of the a ct, but a s 
a  pa rt of a ba nk ruptcy or other collection proceeding; thus , it w ould 
a ppea r tha t the thrus t of civil a ctions  brought under the a ct ha s  not 
been directed to im proving thos e pertinent disclosure item s  w hich 
a s s ist consum ers in s hopping for credit. T he B oa rd s ha res  the con
cern of C ongres s  tha t these is sues concerning com plia nce w ith the 
T ruth in Lending A ct a nd other cons um er-oriented regula tions  m ust 
be resolved.
T he B oa rd s incerely a pprecia tes  the opportunity to com e before this  

com m ittee a nd to be of a s s ista nce to the com m ittee in its  overs ight re
spons ibilities . I w ould be m ore tha n gla d to a ns w er a ny questions you 
m a y ha ve. T ha nk  you M r. C ha irm a n.
[A tta chm ents  to M r. Ja ck s on’s sta tem ent follow :]



O
S C

A  S C
H
O
O
L  F O

R EX
A M

IN
ER

S  1S T S ES S . C
U
R
R
IC

U
L U

M
 

[W
eek of S

ept. 27, 1976]

P
eriod and tim

e 
M

onday, S
ept. 27

Tuesday, S
ept. 28

W
ednesday, S

ept. 29
Thursday, S

ept. 3 0
F riday, O

ct. 1

Introductory com
m

ents: G
overnor 

Jackson, Janet H
art.

R
egulation 

B (present rules) : 
N
. 

B
utler.

R
egulation B (continued)  and F air 
C
redit R

eporting: A
. G

eary.

T
ruth in L ending: E. S

chm
elzer... 

T
IL  (continued): M

. S
tew

art_____

(1)  9-9:55.......................

(2
)  10 :10 -11...................

(3 )  11:0 5-12...................

(4
)  1-1:55.......................

(5)  2-2:55.......................

(6)  3 :10 -4......................

(7)  4
:0

5
-5

....................

F air C
redit B

illing: G
lenn L oney... 

M
unicipal S

ecurities D
ealer B

ank 
EC O

A  C ase S
tudy C

om
m

ittee re- 
E
xam

iners' R
esponsib ilities; F R Bank 

A
ctivities: N

. S
hupeck. 1 

port. 
A
uthority; 

E
nforcem

ent 
A
ctions

F air C
redit P

ractices E
xam

ination 
M

S D
 

(continued). 
E
xam

ination 
EC O

A  
C
ase 

S
tudy 

(continued) , 
C

ritique.
P
rocedures: 

E. S
chm

elzer and 
P
rocedures: M

. S
choenfeld. 

include class discussion.
B. S

ilver.
R
egulation B (proposed)  and T

itle 
R
egulation U

: 1 R. L acoste.............. 
11:0 5-11:3 5, 

R
egulation 

Q
: 

A
. 

S
um

m
ary, 

F uture 
Prospects 

Pres-
V

III: N
. B

utler. 
R
aiken; 11:3 6-12, F lood Insur- 

entation of C
ertificates: J. K

luck-
ance: R. Insley. 

m
an.

R
egulation C

: R. P
low

s....................F air C
redit P

ractices C ase S
tudy 

RES PA  and U
nfair and D

eceptive
C
om

m
ittee R

eport. 
P
ractices: M

. M
edvin.

P
anel: EC O

A  staff............................F C P C
ase S

tudy (continued) , in- 
C
om

pliance 
R
eporting 

including:
E
x am

ination 
techniques 

for 
dis- 

elude class discussion. 
U
niform

 C
om

pliance R
eport; Re

covery of discrim
ination. 

porting 
S
tandards; 

C
om

m
only

F ound V
iolations.

...........................do...........................R
egulation G

:’  M
. S

choenfeld.....................do................................................

C
onsum

er L easing: L . B
arr........... 

R
egulations T and X

: 2 R. L acoste............do.................................................

C
onsum

er E
ducation: C . A

ldrich; 
C
onsum

er 
C
om

plaint 
P
roce

dures: 
K. C

asey.
F air C

redit R
epo rting: M

. E
nglish..

* F C
P C

ase S
tudy G

roup consisting of students not involved in S C R program
s w

ill m
eet in separate classroom

.
2 EC

O
A  C

ase S
tudy G

roup consisting of students not involved in S C R program
s w

ill m
eet in separate classroom

.



8 2

R e g u la t io n Z— Tr u th in Le nd ing
1. W ere test checks made of the bank’s forms and procedures for disclosure? 

I f any irreg u larities were disclosed, discuss in detail and indicate manag ement’s 
plans for correction.

2 . H as bank established effective procedures to detect defects in disclosures on 
dealer paper which it proposes to acquire? I f not, or if there are defects, discuss 
in detail and indicate manag ement plans to correct ex isting  procedures or estab
lish new ones.

3. W ere test checks made of the bank’s advertising ? I f any irreg ularities were 
disclosed, discuss in detail and indicate proposed plans to prevent fu ture 
occurrences.

4. I f it appears that rescission rig hts are not being  properly observed on both 
direct and indirect paper, discuss in detail.

Mr. R o se ntha l. Thank you very much for a very forth rig h t, knowl
edg eable, and illum inating  statem ent.
Mr. Taylor, you may proceed.

STA TEMEN T OF THOMA S W . TA YLOR , A SSOCIA TE DEPUTY COMP
TR OLLER  OP TH E CUR R EN CY FOR  CON SUMER  A FFA IR S; ACCOM
PA N IED BY JOH N  SH OCKEY, DEPUTY CH IEF COUN SEL; A N D
R OBER TA  BOYLA N , A SSISTA N T DIR ECTOR , LEGA L ADVISOR Y
SER VICES

Mr. T a ylo r. Thank you Mr. Chairman.
I  appreciate this opportu nity to participate on behalf of the Office of 

the Com ptroller of the Cu rrency in the comm ittee’s oversig ht hearing s 
on Federal enforcem ent of the T ru th in Lending  A ct.
I  am accompanied th is m orning  by John Shockey, Depu ty Chief 

Counsel; and R oberta Boylan, A ssistant Director of Leg al A dvisory 
Services.
Ou r Office has a strong  comm itm ent to consum er protection as it 

relates to national banks. A s ou r efforts in this field seem to be m is
u nderstood by some comm entators, T welcome the opportu nity to set 
the record straig ht. Thu s, I  would like to g ive the comm ittee a brief 
backg round of ou r performance in enforcing  consum er protection laws
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be fore  answ e ring dire ctly the  spe cific q ue stions pose d in your le tte r 
of invitation.
The  form e r Com ptrolle r, Jam e s E . Sm ith, e stablishe d a spe cial 

division in our Office de vote d to consum e r affairs be fore  the  M ag
nuson-M oss w arranty— F e de ral Trade  Com m ission Im prove m e nt A ct 
of 1974 m andate d that e ach bank re gulatory age ncy should have  such 
a division. O ur Consum e r A ffairs D ivision w as de signe d to coordinate  
the  various activitie s the  Office w as unde rtaking to assist the  consum e r 
and e nforce  consum e r prote ction law s, and w as fully ope rative  by 
S e pte m be r 1974.
F rom  our e xpe rie nce  since  that tim e , w e  have  asce rtaine d that our 

e xam ination e fforts in e nforcing consum e r prote ction law s ne e d to be  
give n a ne w  dire ction and stre ngthe ne d. O ur re gional office in B oston 
be gan spe cial consum e r e xam inations as a te st proje ct in N ove m be r 
1974. The  re sults of this proje ct convince d us that the re  w as substan
tially gre ate r noncom pliance  w ith consum e r cre dit prote ction law s 
than w e  had pre viously thought; and. accordingly, w e  im ple m e nte d 
a crash program  w ith the  targe t of e xam ining for consum e r prote ction 
purpose s all national banks w ithin a 1 2-m onth pe riod be tw e e n 1976 
and 1977.
A s part of this program , a se le ct group of 250 e xam ine rs are  taking 

2 w e e ks of inte nsive  training in ne w ly de signe d proce dure s for e xam i
nation of national bank com pliance  w ith consum e r prote ction law s. 
The  first of the se  schools starte d this w e e k.
The  spe cial consum e r e xam ination cove rs truth in le nding, e q ual 

cre dit opportunity, fair cre dit re porting, fair cre dit billing, fair hous
ing, hom e  m ortgage  disclosure , re al e state  se ttle m e nt proce dure s, ad
ve rtising, usury, and applicable  State  law s. W e  have  isolate d a num be r 
of the  provisions of the  law s affe cting the se  are as w hich w e  think 
m e rit m ore  e m phasis than othe rs. The re fore , the  ne w  e xam ination 
proce dure s w ill focus on those  proble m s w hich re sult in a significantly 
adve rse  im pact on consum e rs.
Exam ine rs w ill be  pre pare d to re vie w  note  form s use d by the  banks 

and to take  a statistical sam pling of the ir loans to re vie w  for conform 
ity w ith various statutory and re gulatory re q uire m e nts. A  bank’s 
le nding policie s also w ill be  e xam ine d along w ith its policie s im ple 
m e nting consum e r prote ction law’s. Exte nsive  inte rvie w s of le nding 
office rs w ill be  conducte d to assist us in de te rm ining a bank’s ad
he re nce  to its policy standards.
W he re  violations are  de te cte d during the  e xam ination, w e  w ill use  

the  full authority of our Office to se e  that the se  violations are  cor
re cte d. In those  instance s w’he re  bank custom e rs have  be e n aggrie ve d, 
w e  w ill use  our authority to the  fulle st to corre ct the  situation. W e  
re ce ntly se nt a banking circular, a copy of w hich is attache d, to all 
national banks inform ing the m  of our e xpande d consum e r e xam ina
tions, follow up proce dure s, and form al e nforce m e nt actions w he re  
ne ce ssary.
O ur Office is de voting e xte nsive  re source s to the  consum e r prote c

tion are a in the  form  of proce ssing consum e r com plaints and con
ducting e xam inations. W e  have  found that both consum e rs and banks 
have  de rive d be ne fit from  the  change s brought about by the  ne w  con
sum e r prote ction law’s. D e spite  the  com ple xity of m any of the  re gu
lations, incre ase d disclosure  and m ore  rigorous, nondiscrim inatory
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c redit guidelines have served to educate the public and to improve 
relations between banks and their customers.
I would now like to turn to your specific inquiries. Y ou requested 

inform ation on the special consumer protection exam inations we con
ducted in N ew E ngland. S ince N ovember 1974 , we have examined 27 
national banks in that region specifically to determ ine the level of their 
compliance with S tate and Federal consumer protection laws. A mong 
the laws given partic ular attention are truth in lending, fair c redit 
billing, fair c redit reporting, equal c redit opportunity, usury, and 
various applicable S tate laws.
T hese special consumer exam inations are designed to investigate 

compliance with specific consumer protection laws. E ach section of 
the exam ination report contains textual m aterial which includes a 
summary desc ription of the respective topics, a statem ent of the ex
am ination objectives, an explanation of the exam ination procedures, 
verification procedures to be used, and an internal control question
naire. T hrough the use of target areas and statistical sam pling tech
niques, examiners will be able to confirm the degree of compliance 
with consumer protection laws. O ur objective is that all 4 ,700 national 
banks will have received a special consumer exam ination by N ovem
ber 1977.
Y ou have requested the num ber and nature of truth-in-lending vio

lations found in the banks which were exam ined in our N ew E ngland 
pilot project. W e have attached a c hart as an appendix to this state
m ent which explains the types of violations of sections of regulation 
Z in each examined bank. W e have previously subm itted to the com
m ittee copies of these exam ination reports.
T hese violations have been corrected in two ways. W here the vio

lation is purely technical and has not resulted in m onetary harm  to 
the customer, the bank has been directed to correct immediately its 
procedures and forms. If the customer has suffered a significant loss, 
such as with a m iscalculated annual percentage rate, the bank has 
been directed to reim burse the custom er for the excess am ount 
charged.
Y ou have also asked our position on the m erits of noncompliance 

disclosure.
D isclosure of possible violations discovered during exam inations 

would be both im practical and unfair . E xam iners are trained to be 
severe with national banks and, not being lawyers, they occasionally 
er r on interpretation of law. It would thus be m isleading to the public 
and harassing to the banks to impose a disclosure requirem ent on what 
is an investigatory finding of a violation of law. S uch investigatory 
findings are not publicized by other Federal agencies prior to institu
tion of court action.
In the m atter of disclosure, we are also concerned that our tradi

tional and effective methods of exam ination not be weakened. O ur 
O ffice is now able to examine national banks with the cooperation of 
bankers who know that inform ation in the exam ination reports will 
remain confidential. W e do not believe that Congress intends that our 
ability to examine national banks for the purpose of financial sound
ness and compliance with law be compromised by publicizing infor
m ation obtained through this cooperation. T he fom enting of wide
spread private litigation by such public disclosure would shut off
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our e xamine rs from ope n communication with banke rs by making 
bank e xamination an adve rsary proce e ding— a de ve lopme nt which 
would re nde r the  e xamination proce ss much more  burde nsome  to the  
private  sector, much le ss effective  to the  re gulatory age ncie s, and in
jurious to the  public we lfare .
T o date , this O ffice has be e n able  to achie ve  corre ction of abuse s in 

virtually all instance s without public proce e dings. In view of the  pecu
liar se nsitivity of de pository institutions to loss of public confidence , 
we fe e l that it is important to continue  this policy. H owe ve r, as pre 
viously state d to you, we do not foreclose  the  possibility of public e n
forceme nt proce e dings in appropriate  circumstance s.
Finally, your le tte r re que ste d our position on pre e mption of Fe de ral 

consume r protection laws by such State  laws and acce ss by State  
e xamine rs to file s of national banks.
C ongre ss has give n the  Fe de ral R e se rve  B oard broad authority to 

pre scribe  re gulations in orde r to carry out the  purpose s of the  T ruth 
in L e nding A ct. Pursuant to this authority, the  B oard has said that 
all transactions in which a fe de rally charte re d institution is a cre ditor 
constitute  a se parate  class of transactions not subject to e xe mption 
from the  Fe de ral T ruth in L e nding A ct unle ss the  B oard is satisfie d 
that appropriate  arrange m e nts have  be e n made  with re le vant Fe de ral 
authoritie s to assure  effective  e nforceme nt of the  re quire me nts of State  
laws. W e  think the  B oard has e xe rcise d discre tion and prude nce  in 
de clining to include  national banks in the  e xe mptions from Fe de ral 
consume r protection laws be fore  our O ffice, which has the  primary 
supe rvisory and re gulatory re sponsibility for national banks, is as
sure d that e nforceme nt capabilitie s of the  State s are  suitable .
A s for compliance  with State  laws, our e xamine rs do insist on such 

compliance  whe n State  laws are  applicable  to national banks. In light 
of the  improve d me thodology and e xamine r training in our O ffice in 
the  consume r protection are a, we do not think the re  is a ne e d for State  
officials to e xamine  national banks for violations of State  laws or to 
take  e nforceme nt action against national banks. In fact, such actions 
would be a virtually unpre ce de nte d bre ach of the  principle s unde r
lying the  dual banking system and would subject national banks to 
more  kinds of gove rnme ntal intrusion.
T hank you for pe rmitting me  to e xplain our activitie s and views 

in this important area. I shall be  happy to answe r any que stions you 
might have .
[A ttachme nts to M r. T aylor’s state me nt follow:]



C o m ptro ller o f the C urrency 
Adm inistrato r o f N atio nal Bank s

Washingto n, D .C . 20 219

J u l y  9 , 1976 '

Banking c ir c u l ar  N o.73

TO: P resid ents of A l l  N ational  Banks

S u b jec t: C om p lianc e w ith  C onsu m er Law s —  E xp and ed  
E x am ination P roc ed u res

W ith in th e p ast few  w eeks th e C om p trol l er's O ffic e h as b egu n to  
im p lem ent new  ex am ination p roc ed u res d esigned  to  b etter  d eterm ine 
c om p lianc e b y  natio nal  b anks w ith  a nu m b er of statu tes enac ted  to  
p ro tec t c onsu m er in ter ests. K ey  elem ents of th e new  ex am ination 
effo r t inc l u d e:

—  C om p letely  rev ised  and  g reatl y  ex p and ed  ex am ination q u estion
naires w h ic h  w il l  enab l e th e ex am iner to  p rob e th e p o l ic ies, 
p roc ed u res and  p rac tic es of natio nal  b anks fo r  th e p u rp ose of 
assu ring  f u l l  c om p lianc e w ith  th e req u irem ents of c onsu m er 
p ro tec tio n statu tes and  reg u l atio ns.

—  E xp and ed  tr aining  p rogram s w h ic h  w il l  req u ire a m astery  b y  
assistant ex am iners of th e new  c onsu m er-oriented  ex am ination 
p roc ed u res as a p r ereq u isite to  ob taining  a c om m ission.

—  C oord inated  fol low -u p  p roc ed u res w h ic h  w il l  req u ire ou r 
R egional  O ffic es to  sec u re earl y  b ank c o rrec tio n of d efic ient 
p r ac tic es.

V
—  Inv olv em ent b y  th e c o m p tro l l er 's E nforc em ent and  C om p lianc e 

Div ision in assisting  th e R egional  o ffic es in ob taining  
c o rrec tio n of d efic ienc ies b y  r ec al c itr an t in stitu tio n s —  
th rou g h  form al  p roc ed u res u nd er th e Financ ial  in stitu tio n s 
S u p erv isory  A c t w h en nec essary .

T h e new  ex am ination p roc ed u res in itial l y  w il l  c onc entrate u p on 
th ose p rob lem  areas in w h ic h  nonc om p lianc e m ay  h av e a sig nific antl y  
ad v erse im p ac t u p on c onsu m ers. W h en it is d isc ov ered  th at c u stom ers 
h av e b een h arm ed  b y  nonc om p lianc e, w e are c onfid ent th at natio nal
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b a n k s  w ill a ct in  a  m a n n er co n s is ten t w ith  th e p u b lic's  f a ith  a n d 
tru s t  in  them . I t  is  ex p ected  th a t s uch a ctio n s  w ill in clu d e ta k 
in g w h a tev er s tep s  a re deemed a p p ro p ria te to  rem edy co n d itio n s  
res u ltin g from  v io la tio n s  o f la w , in clu d in g res titu tio n .

T he ex p erien ce o f o ur ex a m in a tio n  f o rce s u gges ts  th a t m a n y d ef i
cien t p ra ctices  co uld  be a v o ided  s im p ly  by b a n k s  s cru tin iz in g th eir 
ow n  co m p lia n ce m ore ca ref u lly . I n d eed , in a d v erten t v io la tio n s  a re 
freq u en tly  ca u s ed  by a  f a ilu re o f b a n k  o f f icers  a n d co u n s el to  
m a tch a n  u n d ers ta n d in g o f th e la w  w ith  a n  a w a ren es s  o f th e d et a ils  
o f th e b a n k 's  p ro ced ures  a n d p ra ctices . B eca u s e even  h igh ly  tech -

* n ica l v io la tio n s  o f a  n um ber o f th es e s t a tu tes  ca n  res u lt in  s u b 
s t a n tia l p u n itiv e da m a ges  a n d p ro tra cted  litiga tio n , b a n k  co u n s el, 
in  p a rticu la r, m us t b e a lert to  d ev ia tio n s  from  s t a tu to ry  a n d 
regu la to ry  req u irem en ts . A lis t  o f th e s t a tu tes  w hich s h o u ld  be 
review ed  by b a n k  co u n s el is  a tta ch ed  to  th is  C ircu la r.

I n  s um , th e C o m p tro ller's  O f fice in ten d s  to  a s s u re w h a tev er d egree 
o f ex a m in er s cru tin y  ma y be n eces s a ry  to  o b ta in  co n s cien tio u s  
b a n k  co m p lia n ce w ith  th e req u irem en ts  o f th es e s t a tu tes . I  en 
co ura ge ea ch o f yo u to  a n ticip a te th is  h eigh ten ed  ex a m in er in q u iry  
by co n d u ctin g y o ur ow n  th o ro ugh  in -h o u s e review s  o f p ra ctices  a n d 
p ro ced u res  in  th is  com p lex, ra p id ly  ch a n gin g a rea .

V ery tru ly  y o urs

/*
A tta chm en t
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• ATTACHMENT
*Regulation Z amended 9/30/74

*226.2m

Types of Violations of Regulation Z
Narrative to Appendix to Statement

September 16, 1976

"Creditor" FRB Staff Letter 359 classifies the status of a bank 
acting as a trustee, as a creditor. Therefore, all required 
disclosures must be made.

226.4 Determination of Finance Charge

226.4(a) Requires the amount of the finance charge in connection with 
any transactions should be determined as the sums of all 
charges, payable directly or indirectly by the customer.

226.4(a)(5) Require inclusion of credit life and accident and health 
insurance charges in the finance charge unless steps outlined 
in 226.4(a)(5)(i) and (ii) are met.

226.4(a)(6) Require inclusion of the cost of required property insurance 
in the total finance charge unless it is disclosed to the 
borrower that he may select an insurer of his own choice.

226.4(a)(7) Loan guaranty fee on finance charges and therefore are required 
to be disclosed as part of the annual percentage rate.

226.4(g) Requires that, for purposes of disclosing the finance charge, 
demand obligations are deemed to have a maturity of one-half 
year.

226.5 Determination of Annual Percentage Rate

226.5(b) Requires that the annual percentage rate which, when rounded, 
must be disclosed at least to the nearest 1/4 of a percent.

226.6 General Disclosure Requirements

226.6(a) Requires disclosures to be made clearly, conspicuously, and in 
meaningful sequence with prescribed terminology. The terms "annual 
percentage rate" and "finance charge must be more conspicuous than 
other required disclosures".

226.6(c) Requires disclosures must not be misleading or confusing.

226.6(d) Requires disclosure of the identity of all creditors when there <
are multiple creditors. \

226.6(e) Requires that when there are multiple customers, disclosure must 
be made only to one.

226.6(f) Requires that disclosures basis on an estimate date of maturity of 
the interim loan, must be disclosed as estimates and clearly 
identified as such.
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«

226.6(h)

226.6(k)

226.6(k)(4)

226.7

226.7(a)

226.7(a)(4)

226.7(a)(7)

226.7(a)(8)

226.7(b)

*226.7(b)(1)

*226.7(b)(2)

*226.7(b)(3)

*226.7(b)(4)

*226.7(b)(5)

Provides that overstatement of an annual percentage rate is not 
a violation only when the overstatement occurs inadvertently and 
is not a circumvention or evasion of Regulation Z.

Authorizes use of existing forms until April 30, 1976, however 
the forms must be supplemented as necessary to insure required 
disclosures are made clearly and conspicuously.

Creditors need not supplement or alter forms prior to April 30,
1976 where inconsistent State law provisions with specified sections 
of Regulation Z and the Act.

Open End Credit Accounts - Specific Disclousres

Requires specific terminology in disclosures before first 
transaction is made on any open end credit account.

Requires disclosure of periodic rates and annual percentage rates 
in agreements opening new accounts.

Requires disclosure of conditions under which the creditor may 
retain or acquire security interest and description of interest. 

Requires disclosure of minimum periodic payment required.

Periodic statements required with the following specific terminology 
to be disclosed

Requires the outstanding balance in the account at the beginning 
of the billing cycle, using the term "previous balance".

Requires the brief identification of any goods and services purchased 
or other extenion of credit unless furnished previously and the amount 
and date of transaction.

Requires a brief identification of "credits" or "payments".

Requires the disclosure of "finance charge".

Requires the disclosure of the periodic rate and its application to 
period balances.

*226

*226

*226

226

•<7(b)(6) Requires disclose of an "annual percentage rate".

.7(b)(8) Requires disclosure of the balance on which the finance charge is 
computed and a statement of how that balance was computed.

•7(b)(9) Requires disclosure of the "new balance" and closing date.

.7(b)(1)(vi) Same as 226.7(a)(4)

226.7(b)(l)(ix) Same as 226.7(b)(9)
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* 2 2 6 .7 ( e ) R e q u ire s a t le a st 15 days no tic e  p rio r to  any b illin g  p e rio d in 
w hich te rm s p re v io u sly disclo se d are  chang e d.

2 2 6 .8 C re dit O th e r than O pe n End - S p e cific D isclo su re s

2 2 6 .8 (a) R e q u ire s disclo su re  o f com m itm e nt le tte r and th e  ide n tity 
o f c re dito r.

2 2 6 .8 (a)(1) R e q u ire s no te  e v ide ncing  th e  o b lig atio n  on th e  sam e  side  and 
abo v e  o r adjace nt to  th e  custo m e rs sig n atu re .

2 2 6 .8 (b )(1) R e q u ire s disclo su re  o f th e  date  o f accru al o f th e  finance  ch arg e .

2 2 6 .8 (b )(2 ) R e q u ire s th e  finance  charg e  b e  e x p re sse d as annual p e rce ntag e  
rate .

2 2 6 .8 (b )( 3 ) R e q u ire s th e  num be r am ount and due  date  o f p aym e nts sch e dule d 
to  re p ay inde b te dne ss.

««
2 2 6 .8 (b )(4 ) R e q u ire s fu ll disclo su re  o f a ll ch arg e s p ayable  in  th e  e v e nt 

o f de fau lt o r de linq u e ncy.

2 2 6 .8 (b )(5) R e q u ire s disclo su re  o f any se c u rity in te re st tak e n in co n
ju n ctio n  w ith  an e x te nsio n o f consum e r c re dit.

2 2 6 .8 (b )( 6 ) N o disclo su re  is re q u ire d if a no te  stip u la te s th at it m ay be  
p re p aid w ith o u t p e n alty.

2 2 6 .8 (b )( 7 ) R e q u ire s disclo su re  o f a m e thod o f re b atin g  une arne d finance  
ch arg e s, o r if no re b ate  is m ade , th is fact m ust be  disclo se d.

2 2 6 .8 (c) R e q u ire s additio n al disclo su re  fo r c re dit sale s than in sale  o r 
no nsale  c re dit w ith  sp e c ific  te rm ino lo g y.

2 2 6 .8 (c)( 7 ) R e q u ire s disclo su re  o f th e  "am ount finance d".

2 2 6 .8 (d)(1) R e q uire s th e  use  o f th e  te rm  "am ount finance d".

2 2 6 .8 (d)(2 ) R e q uire s fu l 1 disclo su re  o f lo an te rm s including  p re p aid finance  
ch arg e s u sing  sp e c ific  te rm ino lo g y.

2 2 6 .8 (d)(3 ) R e q u ire s disclo su re  o f th e  finance  charg e  w ith  a de scrip tio n  o f 
e ach am ount include d.

2 2 6 .8 ( e )(1) R e q u ire s a lo an g u arante e  fe e  is a p re p aid finance  charg e  and m ust 
be  e x clude d from  th e  p ro ce e ds o f th e  lo an in disclo sin g  th e  am ount 
finance d unde r 2 2 6 .8 (d)(1).

2 2 6 .8 ( e )( 2 ) R e q u ire s th at any de p o sit b alance  re q u ire d m ust be  disclo se d.

2 2 6 .8 ( j) R e q u ire s ne w  disclo su re s upon re fin ancin g  o f a lo an. x
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*226.8(n)(l) Requires disclosure of the 
statements.

annual percentage rate in

*226.8(n)(2) Requires disclosure of the date by which the payment
made to avoid late charges.

226.8(u)(l) Should read 226.8(n)(l)

226.8(u )(2) Should read 226.8(n)(2)

226.9 Right to Rescind Certain Transactions

Requires creditors who take a nonpurchase money security 
interest in a borrower's principal residence to furnish each such 
customer with two copies of Notice of the Borrower's Right to 
Rescind.

226.9(b) Requires the giving of two copies of due notice of customers 
right to rescind where that right exists.

9(c) Funds should not be disbursed until expiration of right to rescind.

10 Advertising Credit Terms

10(d) Requires specific terms for the advertising of credit other than 
open end.

226.

226.

226.

226.

226.

226.

226.

226.

*226.

*226.

*226.

*226.

226.

10(d)(1) Prohibits statement of rates other than the annual percentage rate.

10(d)(2) Requires full disclosure of loan terms in advertising

10(d)(2)(iii) Requires the number, amount and due dates or period of payments 
scheduled to repay the indebtness if the credit is extended.

10(c) Requires specific disclosures in the advertising of open end credit 

13 Credit Cards - Issurance and Liability

13(c)(2) Requires that liability is limited $50 or less.

13(c)(3) Requires adequate notice of liability on card.

13(c)(4) Requires a prepaid mailer.

13(d) Requires the card issuer to provide a method whereby the user 
of a card can be identified.

13(i) Provides for the rights of cardholder to assert claims or defenses 
against card issuer.

13(j) Provides for the prohibition of offsets by the card issuer.

7 9 -848 0  - 7 7  -7
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M r. R o sen thal. Thank  you very much, M r. Taylor.
You may proceed, M r. Early.

STA TEM EN T O F JO H N  EA R LY, FED ER A L D EP O SIT IN SU R A N C E
C O R P O R A TIO N ; A C C O M P A N IED  BY TH O M A S O ’N ELL, D IR EC TO R ,
O FFIC E O F B A N K  C U STO M ER A FFA IR S; A N D  R EFO R D  W ED EL,
G EN ER A L C O U N SEL

M r. Ear ly . G ood morning, M r. C hairman. W ith me this morning 
is M r. Tom O ’N eil, D irector of our O ffice of B ank  C ustomer A ffairs 
at the FD IC ; and M r. R eford W edel, from our G eneral C ounsel’s 
O ffice.
The objectives of the FD IC ’s examination and supervisory efforts 

have been and are to promote safe and sound bank ing conditions and « 
to insure that bank ing practices are in compliance with all applicable 
laws. D etermining compliance with truth in lending is an integral 
part of this total supervisory function.
FD IC  field examiners have been check ing bank s within our enforce

ment jurisdiction for compliance with the Truth in Lending A ct and 
its implementing regulation Z since July 1,1969, when the law became 
effective. D uring the first few years of enforcement of that law, dis
covered violations were reported by means of a separate letter-report 
to the bank ’s board of directors. Each of our regional offices sent a 
letter to the board of directors of a bank  and set forth the violations.
O n September 9, 1974, field examiners began using a truth-in-lend

ing compliance report form to identify types of violations and to 
describe a bank ’s noncompliance with truth in lending. A  copy of that 
form has been submitted. The form sets out several key questions with 
respect to compliance with regulation Z and answers are based upon 
the results of a selected sampling, upon statements made by bank ’s 
management regarding procedures and policies, and upon observations 
by the examiner. In the case of negative answers, details are provided 
and management’s promised remedial action noted.
C heck s for compliance with truth in lending are performed during 

the course of regular commercial examinations except in the States 
of G eorgia, Iowa, and W ashington. In those States, we are engaged in 
an experimental withdrawal program. W e are experimenting on with- * 
drawing from our traditional safety and soundness examination and 
relying on State reports. So in those States, we continue to go in and 
do the compliance exams separately.
A  review for truth-in-lending compliance involves a sampling of * 

the disclosures made in connection with various types of consumer 
credit transactions, both open end and closed end, the practices used 
by the bank  in according customers their rights of rescission, the bank ’s 
advertising for consumer credit, and its practices in issuing credit 
cards and orally disclosing annual rates. This review for truth-in- 
lending compliance has been recently expanded to include the fair 
credit billing amendments to regulation Z.
C heck ing for compliance now involves a judgmental sampling of 

the pertinent transactions or records. In determining the size and 
scone of the sample, the examiner considers the composition, volume, 
and source of the consumer credit portfolios held by the individual 
bank  under examination. I f the sample reveals numerous or serious
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violations, the sam ple size is increased and a m ore thorough review is 
conducted. . . .
The F D IC  has been testing the feasibility of using statistical sam 

pling techniq ues in determ ining a bank’s com pliance with truth in 
lending. W e have been running this test in W isconsin. This program , 
which has been thoroughly pilot tested, is being put into use in two 
regions im m ediately, in M inneapolis and N ew E ngland, in order that 
we will be able to'determ ine how it can be im proved operationally. 
O n the basis of current findings, we believe an effective statistical 

« sam pling procedure can be incorporated into the com pliance exam ina
tion process nationwide.
Based on the findings of the com pliance exam ination, the exam iner 

m eets with bank m anagem ent to discuss any violations or deficiencies
* and seeks changes in the bank’s procedures to avoid future violations 

of the type discovered. The com pleted truth-in-lending or fair credit 
billing com pliance report is subm itted to the regional office for review 
and followup action. In order to obtain com pliance with truth in 
lending, regional office followup activity can include additional cor
respondence with the bank, conferences with bank m anagem ent, or a 
reexam ination of the bank. If it appears that com pliance cannot be 
voluntarilv obtained, a form al proceeding is instituted under section 
8 of the F D I A ct, which is our cease and desist section.
The present procedures utilized by the F D IC  to obtain com pliance 

with truth in lending do not include notification to the bank custom ers 
of any deficiencies or violations discovered in their credit transactions 
with the bank. This m atter is now being reviewed.
Violations of truth in lending are also brought to our attention 

through the com nlaint or inm rrv process. A m nn. as with violations 
discovered through the exam ination process, the bank is req uired to 
take whatever action is necessary to avoid future infractions. In addi
tion— and as opposed to our present practice where violations are 
discovered during the exam ination process— the factual and legal 
issues involved in the com plaint and the availability of any private 
civil rem edies are pointed out to the consum er. This is in the com plaint 
process, but is not so in the exam ination process.
The F D IC  is in the process of reviewing its entire consum er pro-

* tection role. This review is focusing in particular on the nature of our 
enforcem ent responsibilities under the various recently enacted con
sum er protection laws, any possible conflicts of interest with tradi
tional safety and soundness responsibilities that m ay be involved, and

* the types of rem edial enforcem ent actions authorized and contem 
plated bv these laws. A  study group com posed of senior staff m em bers 
from  the various divisions and offices within the F D IC  is conducting 
this review. Their policy recom m endations to the Board of the F D IC  
will deal specifically with the issues of public disclosure through the 
m edia of individual bank noncom pliance with truth-in-lending regula
tions, notification to borrowers that their loan transactions have in
volved violations of truth in lending and what role, if anv, the C or
poration should play in rectifying violations and indem nifying bor
rowers.
The F D IC  has taken a num ber of positive steps to m eet its con

sum er protection responsibilities. F irst and forem ost, of C ourse, is 
the substantial tim e and efforts our exam iners spend checking indi
vidual banks for com pliance. Last year, I think we visited and ex-
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am ined over 7,000 banks. In the past year and one-half, our exam iners 
devoted over 48,000 m an-hours to exam ining for truth-in-lending 
com pliance.
O ur exam iners have received considerable instruction in consum er 

protection requirem ents and enforcem ent, and our training area in 
this area is being expanded substantially. O ur school for senior assist
ant exam iners, w hich is over in R osslyn, w ill provide 3 5  hours of 
training in Federal consum er protection law s, including the prepara
tion of the FD IC com pliance report.
O ne session w ill be held in N ovem ber of this year; and, approxi- * 

m ately nine sessions w ill be held in 19 77. T here w ill probably be about 
3 0 exam iners at each session, or alm ost 3 00 exam iners over the course 
of a year.
In A pril of 19 75 , w e established an Office of B ank Custom er A ffairs « 

to receive and act on consum er com plaints and represent the con
sum er’s interest and view point on m atters com ing before our board 
of directors T his is headed hv M r T hnm as O 'N ell. Sm ce its establish
m ent, this office has processed over 3 00 com plaints and is in the process 
of adding additional staff to better enable it to discharge its responsi
bilities.
O ver the past several years, w e have staffed m any of our 14 regional 

offices w ith regional counsels w ho are pH k to interpret the frequently 
com plex provisions of consum er protection law s and advise and assist 
our regional office staffs and their respective exam iners in discharging 
their com pliance exam ination and follow up enforcem ent responsi
bilities. In addition, our regional counsels have been of assistance to 
num erous bank custom ers on m any, m any occasions.
W ith respect to the com parative results of our com pliance exam ina

tions in Connecticut versus the results obtained bv the State ex
am iners, w e believe the State of Connecticut and the FD IC have 
taken a som ew hat different approach in enforcing Connecticut’s truth- 
in-lending law .
FD IC exam iners take a representative sam ple of the various con

sum er credit transactions in order to determ ine com pliance w ith truth 
in lending. If violations are discovered, the sam ple size is increased.
In reporting violations, our exam iners do not list all the violations 
w hich they m ay find in a bank nor do they indicate any m onetary ad- „ 
justm ent as a result of these violations. Instead, our exam iners list 
representative exam ples of various types of violations discovered.
In order to facilitate follow up procedures by the regional offices, 

our exam iners have been instructed to provide an estim ate of the * 
num ber of consum er extensions of credit in violation as a percentage 
of the total consum er credit held by the bank; or, in lieu of this per
centage, to provide an assessm ent of the degree of noncom pliance by 
the bank in the area of truth in lending. T ruth-in-lending violations 
discovered bv our exam iners are follow ed nn bv our regional offices to 
insure that the banks involved are taking the necessary steps to avoid 
future truth-in-lendinp- violations. T his supervisory approach has 
been successful in obtaining required corrections in alm ost all cases.
W hen these efforts are found to be inadequate, the FD IC can require 
correction through its section 8 proceedings.
It is our understanding that the Connecticut B anking D epartm ent 

has a separate departm ent of exam iners w ho are trained as specialists
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in com pliance m atters and who have no responsibilities for exam ining 
for safety and soundness of the institutions they exam ine.
T he F D IC  conducted separate com pliance exam inations in selected 

States on an experim ental basis in 1 9 7 4 using the new com pliance re
port form . M ore violations were disclosed. L ater when the new form  
was used in all States, in conjunction with our com m ercial exam ina
tions, a sim ilar increase in discovered violations was noted. It was con
cluded that the im proved results were due to the new form  and the 
special em phasis it gave to this area of our exam ination responsi
bilities. T he increasing volum e and com plexity of consum er protec
tion law m ay indeed require specialization; and this is under con
sideration.
In exam ining for truth-in-lending com pliance, it is apparently the 

practice of the C onnecticut State exam iners to list separately all the 
violations they find regardless of the num ber of tim es a particular 
violation is repeated in different loan transactions. W e believe this 
approach of listing all violations discovered accounts for a significant 
part of the disparity in reported findings of truth in lending violations 
by the F D IC  and the State of Connecticut.
It appears too that som e of the violations discovered and listed by 

the C onnecticut exam iners represent deficiencies of a very technical 
nature, such as a dollar’s difference in the finance charge disclosed 
which does not significantly affect the annual percentage rate. W hile 
this represents a very thorough m ethod of exam ination for truth-in
lending com pliance, we believe our exam iners have placed m ore 
em phasis on determ ining whether a bank is com plying with the basic 
requirem ents of the truth in lending regulations.
T he State of C onnecticut is one of the five States which has received 

an exem ption by the Federal R eserve B oard of G overnors from  cer
tain requirem ents of the Federal T ruth in L ending Act because the 
requirem ents of the State law are equal to or exceed the Federal law 
and the provisions for enforcem ent is adequate. In the exem pted 
States, the States are the prim ary supervisors of the State truth-in
lending laws. N evertheless, because of the im portance of truth in 
lending to consum ers, and the interest of the F D IC  in banks’ com 
plying with all laws, the corporation has continued to exam ine for 
truth-in-lendinv violations and assist these States in this im portant 
function. T his has been a cooperative effort on our part without any 
intention to com pete or usurp the States’ responsibilities.
W e believe the results of these hearings will be helpful to us, M r. 

C hairm an. W e will be pleased to answer any questions.
[Attachm ent to M r. E arly’s statem ent follows:]



------------------------------ Reg ion

F EDERAL DEP OSIT INSURANCE CO RP O RATIO N

____________ C om pliance Exam ination C ertificate N um ber_______

Exam iner-In-C harg e_______________________________________  C lose of Business________________________

COM P LIANCE REP ORTS

THESE REP O RTS ARE STR IC TLY C O N F IDEN TIA L

These reports have been m ade by an exam iner appointed by the Board of D irectors of the Federal D eposit Insurance C orporation for 
use in the supervision of the bank . The inform ation contained in these reports is based upon the book s and records of the bank , upon 
statem ents m ade to the Exam iner by directors, officers, and em ployees, and upon inform ation obtained from  other sources believed

It is recom m ended that each director, in accordance w ith his responsibilities both to depositors and to shareholders, thoroug hly 
review  these reports. In m ak ing  these review s, it should be k ept in m ind that the com pliance reports do not encom pass any audit tests 
or procedures. Therefore, these reports should not be considered audit reports.

The copies of these reports are the property of the Federal D eposit Insurance C orporation and are furnished to the bank  for its 
confidential use. U nder no circum stances shall the bank , or any of its directors, officers, or em ployees disclose or m ak e public in any 
m anner these reports or any portion thereof. If a subpoena or other legal process is received calling  for production of any specific 
report or all reports, the Reg ional O ffice of the Federal D eposit Insurance C orporation should be notified im m ediately. The attorney 
at w hose instance the process w as issued and, if necessary, the court w hich issued it, should be advised of these restrictions and 
referred to Part 309 of the Federal D eposit Insurance C orporation Rules and Reg ulations. *

Robert E. Barnett, C hairm an
Board of D irectors

F EDERA L DEP O SIT IN SURA N C E C O R P O R A TIO N

F D IC  6 5 00/60 (4-76)
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F E D E R A L  D E PO SIT  INSUR A NCE  CO R PO R A T IO N

T R UT H IN L E ND ING - F A IR  CR E D IT  BIL L ING

E  x A M . (C lo se o f business) NUM BE R

NO . O F  O F F ICE S T O T A L  A SSE T S

NA M E  O p BA NK E X A  M 1NE  A -lN-CHA R G E

CIT Y CO UNT Y S T A T E

N O T E : A nsw ers to  the follow ing questions are based upon the results of a selected sampling, upon statements made by bank's management 
regarding procedures and policies, and upon observations by the examiner. In the case of negative answ ers, details are provided and 
management's promised remedial action noted. 

IT E M YE S NO

1 . Is the bank correctly determ ining finance charges and properly handling excludable charges? (S ection 2 2 6.4)
2 . Is the bank properly com puting annual percentage rates? (S ection 2 2 6.5)
3. If the bank extends open-end credit or is a card issuer:

(a) D oes the bank provide correct disclosures before the first transaction is made on the new  account? (S ection 2 2 6.7 (a))
(b) D oes the bank provide correct disclosures on periodic b illing statements? (S ection 2 2 6.7 (b)(1 ))
(c) If a finance charge may be imposed after a time period for payment is provided, does the bank mail or deliver billing

statements w ith in  the tim e lim its specified in S ection 2 2 6.7 (b)(2 )?
(d) D oes the bank furnish either the semi-annual statement regarding customer rights or the shorter form  of statement w ith 

each peripdic billing?(S ection 2 2 6.7 (d))
(e) D oes the bank credit payments and if necessary adjust charges in accordance w ith  S ection 2 2 6.7 (g)?
(f) D oes the bank credit or refund excess payments in accordance w ith S ection 2 2 6.7 (h)?
(g) D oes the bank com ply w ith the issuance provisions for credit cards? (S ection 2 2 6.1 3(a))
(h) Does the bank com ply w ith S ection 2 2 6 .,3(0 (4) w hich prohibits the reporting of disputed amounts as delinquent?
(i; Does the bank com ply w ith the prohibition against offsets related to credit cards? (S ection 2 2 6.1 3 (j))
(j) Does the bank prom ptly credit a customer's account for credit refunds? (S ection 2 2 6.1 3 (k)(2 ))
(k) D oes the bank com ply w ith  S ection 2 2 6.1 3(1 ) w hich prohibits certain acts by card issuers’
(1 ) D oes the bank correctly fo llow  the billing error resolution procedure? (S ection 2 2 6.1 4)

4 Is the bank providing correct disclosures on credit other than open end? (S ections 2 2 6.6 and 2 2 6.8)
5. W ith respect to any consumer paper purchased by the bank or held by it as collateral, are the disclosures made therein correct?

(S ections 2 2 6.6 and 2 2 6.8)
6. Is the bank properly observing the right of rescission in applicable credit transactions? (S ection 2 2 6.9)
7 . Based on applicable inform ation, is the bank making correct disclosures in its advertisements? (S ection 2 2 6.1 0 )
8. H as the bank adopted procedures w hich assure that its employees are making proper oral disclosures of annual rates?

(Interpretation 2 2 6.1 0 1 )
CO M M E NT S:

F E D E R A L  D E POSIT  INSUR A NCE  CO R PO R A T IO N

VIO L A T IO NS

E XA M . (C lo se o f business) NUM BE R

NUM BE R  O F  O F F ICE S T O T A L  A SSE T S

NA M E  O F  BA NK

CIT Y |CO UNT Y ST A T E

N O T E : S pecific reference to  the statute, regulatio n o r po licy w hich appears to  have been vio lated  is d etailed  belo w . In each instance, manage
ment's ind icated  remed ial actio n is no ted . ________________________________________________________________________ ___________

D E SCR IPT IO N A ND  CO M M E NT S

(E xam in e r)

F O IC 65 00/5 5  (6
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M r. R o sen th a l . T hank you  very mu ch, M r. Early, for a very good 
report.

M r. T aylor, in the chart w hich you  have appended to you r state
ment, you  list a total of 3 3 7 violations. C ou ld you  describ e w hether 
these w ere technical violations or seriou s violations ?

A nd if they w ere seriou s, how  seriou s w ere they and how  mu ch 
money w as involved ?

M r. T a yl o r . M r. C hairm an, they cover the gam u t, I su ppose, from  
seriou s to m inor violations.

M r. R o sen t h a l . T hen these cou ld not b e describ ed as technical 
violations ?

M r. T a yl o r . T hey are all technical, in a sense.
M r. R o sen t h a l . I w ou ld like to differentiate b etw een w hat is con

tinu ally reported as “technical violations” and the more su b stantive 
type of violations.

M r. T a yl o r . W e w ou ld consider the more su b stantive type of viola
tion to b e one w here the finance charges have b een incorrectly calcu 
lated— w here the A P R  has su b sequ ently b een im properly calcu lated 
and has resu lted in a m isstated A P R  so that the cu stomer did not 
have an adequ ate opportu nity to shop fairlv for credit.

F or example, the A P R  m ight b e stated at 8.25 percent w hen the 
effective rate or the real rate m ight have b een 8.75 percent. In those 
instances, w e did ask for restitu tion to the cu stomer of the difference.

M r. R o sen t h a l . D o you  have anv notion of how  mu ch money w as 
retu rned to cu stomers ? If you  can, give examples.

M r. T a yl o r . In some instances, it w ou ld am ou nt to perhaps as 
mu ch as $1 ,500 to a cu stomer. I think the most w e ever got from  
one b ank w as, in total, arou nd $3 0,000 or $3 5,000.

M r. R o sen th a l . C ou ld you  tell u s som ething more ab ou t these 3 3 7 
violations so that w e can u nderstand them  ?

D o you  have specific know ledge of them  ?
M r. T a yl o r . I have somew hat of an overview  of them. S ome of 

them  are merely slightly technical violations. I do not readily recall 
w hat all of the sections that I cite here relate to, b u t in some instances 
it w ou ld b e failu re to give a proper notice of rescission; it m ight b e a 
failu re to give a w aiver of rescission w hen a b ank has pu t a fu tu re ad
vances clau se in a mortgage. T hat, how ever. I w ou ld say w ou ld not b e 
of as mu ch concern to the cu stomer as an im proper statem ent of the 
A P R .

M r. R o sen t h a l . You have listed 27 b anks. A nd thev seem to b e 
fairlv representative. T here isn’t any one b ank in this grou p that 
stands ou t more notoriou sly than any other. It ru ns from  1 9 violations 
dow n to 4 violations.

Now  after the violations w ere b rou ght to the attention of the b ank 
and corrected, did you  find in the follow ing time period a sim ilar 
nu m b er of violations b v that b ank, or did you  find that the nu m b er 
of violations w as redu ced ?

M r. T a yl o r . T hese 27 b anks relate to the special exam inations w e 
condu cted in New  England. Only one of those b anks had a follow u p 
examination.

How ever, a cou ple of the b anks did receive a follow u p exam ination 
b y ou r regu lar exam ination process. W e did find a su b stantial 
redu ction.
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M r. R o senthal. T he point was made yesterday, as I understand it, by the three S tate examiners that when you use specially trained examiners for this kind of inquiry— as compared to the soundness type of examination— you do pick up more violations. T hey were more tuned in or more concerned with or more interested in or more aware of these kinds of considerations.
M r. T aylor. Y es, sir, that is why we are going to that process. W e 

started training this week on specialized consumer protection examinations.
M r. R o senthal. G overnor, you may want to answer my next* question.
T here is considerable logic in the suggestion that soundness investigations should not be made public because it could result in a loss of ► confidence in a bank. H owever, it was suggested yesterday that in thisarea— an area where soundness is not really involved— findings should be made public.
W hen there is a question about whether or not there is a mistake or a violation or a misstated A PR , it is not an issue of soundness that would cause a run on a bank. But it is an issue which is of concern and of interest to consumers. If they are in fact shopping for loans, they 

should know that bank A  has had more of a history of violations than has bank B. T hen, maybe they would choose, under those circumstances, to go to bank B.
W hy not make public the names of the banks in which these violations occur?
M r. Jackso n. A s I mentioned in my testimony, that is one of the issues we are studying, M r. Chairman. W e are right now trying to determine whether or not that would be an appropriate enforcement process.
One of the concerns that I, as a person with some responsibilities in this area, have is that many of the violations, as you know, that would be publicized are technical in nature. H owever, the consequences of civil damages to the financial institution apply just as much to the 

technical violations as to the substantive ones.
M r. R o senthal. T hen we ought to somehow change that. In other words, let us assume that we can lay technical violations aside.
M r. Jackso n. I do not think there is any question but that if that 

M  provision of the statute were changed, it would present an entirely
different balance in weighing the merits of disclosure versus nondisclosure.

M r. R o senthal. H ave you made representations to the Congress to* deal with this issue?
M r. Jackso n. W e certainly have. W e recommended to the Banking Committee of the S enate, with copies of our correspondence to the 

H ouse, that this be considered and acted upon. W e encouraged them 
to do so.

M r. R o senthal. Is there anv advantage— both from a cost/benefit theorv and from a public policy point of view— in separating the examinations from the solvency and liquidity examinations as to the truth-in-lendinff compliance examinations?
In other words, is there an advantage in having two separate ex

aminers and two separate kinds of examinations?
M r. Jackso n. W e think so. T hat is the reason we have inaugurated a program to do just that.
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L e t m e  e m phas ize , howe ve r, that our propos al is  not bas e d pure ly on 
truth  in le nding, but on the  re alization that the re  has  be en an e xplos ion 
of cons um e r cre dit re quire m e nts  of all type s  on all cre ditors .

Mr. Ro se n t h a l. H as  this  be en good for bank ing cons um e rs  ?
Mr. J a ck so n . W e  have  not had e nough e xpe rie nce  unde r the s e  

s tatute s  to le arn that ye t. T hat is  one  of the  que s tions  that  will have  to 
be  ans we re d.

Mr. Ro se n t h a l. F or the  guy who got back  $ 30,000 due  to the  inte r
ce s s ion of the  F D IC, it was  good, was n’t it ?

Mr. T a y lo r . T hat was  not for one  pe rs on, but the  total re bate s  for 
a bank . *

Mr. Ro se n t h a l. W hat was  the  large s t am ount that any s ingle  bor
rowe r got back  as  a re s ult of the  e xam inations  which you include  in 
your lis t ?

Mr. T a y lo r . I am  not s ure . I think  I s aid e arlie r that  it was  in the  
ne ighborhood of $ 1 ,500 to $ 2,000.

Mr. Ro se n t h a l. T he n at le as t that one  pe rs on who got back  som e  
$ 1 ,500 is  ple as e d with the s e  ne w proce dure s .

At any rate , m y judgm e nt is  that  although the  State s  that we re  
e xe m pte d s e em  to have  be e n m ore  vigorous  in e nforce m e nt, you are  
appare ntly m ak ing an e ffort to catch up, to train ne w pe ople , and to 
de al with this  is s ue  in a re s pons ible  way. T hat s e em s  to be  what e ve ry
one  he re  today is  s aying. And if the s e  re gulations  are  too te chnical or 
too difficult to de al with. Congre s s  lias  re s pons ibility for handling the  
is sue. And the  Board of Gove rnors  has  re com e nde d that.

Mr. Ea r ly . Sir, at the  F D IC, we  have  not as  ye t gone  into s pe ciali
zation. As  I pointe d out e arlie r, we  are  cons ide ring it. It  ce rtainly has  
s om e  obvious  m e rits . T he  laws  are  com ple x and m any. Som e body who 
is  s pe nding full tim e  on s om e thing is  lik e ly to be  able  to do a be tte r 
job, I think , than s om e body who is  s ne nding part of his  tim e  on it.

At the  s am e  tim e , up until now at le as t, we lik e  to think  that our 
e xam ine rs  have  be e n handling the  s afe ty and s oundne s s  approach and 
the  cons um e r prote ction approach at the  s am e  tim e . W e  lik e  to think  
that the y are  m e n and wom e n of all s e as ons  and that  the y have  be en 
able  to adapt to this .

Mr. Ro se n t h a l. It  s e em s  to m e  that  from  an efficiency point of 
view that the  pe rs on who is  doing the  s afe tv and s oundne s s  e xam ina- Mtion would re quire  cons ide rably m ore  training and s k ill than one  
doing a truth-in-le nding e xam ination. And you m ay be  was ting good 
tale nt by having a s afe ty and s oundne s s  pe rs on do the  cons um e r pro
te ction work . *

Mr. Ea r ly . I ve ry m uch agre e . I have  thought at tim e s , in fact, that 
pe rhaps  young pe ople  could do good work  in cons um e r prote ction if 
the v had good training and s upe rvis ion bv a s e nior pe rs on.

Mr. Ro se n t h a l. T hat is  the  way it appe ars  to m e.
D o you have  que s tions , Mr. Brown ?
Mr. Br o wn . T hank  you, Mr. Chairm an.
I think  we  m ight do well to go back  to the  bas ic s tatute  which we 

are  talk ing about. As  I unde rs tand it. one  of the  le ading cas e s  is  the  
cas e  of R a tner v. C hem ic a l B a nk  of N ew  Y ork . T he re , the  court 
pointe d out that  its  juris diction was  bas e d upon s e ction 1 30 of the  
act, which provide s :



103( a) F ailure  to d isclo se .Except as o therw ise pro v ided in this sectio n, any credito r w ho  fails in co nnectio n w ith any co nsu m er credit transactio n to  disclo se to  any perso n any info rm atio n requ ired u nder this part to  be disclo sed to  that perso n is liab’e to  that perso n in an am o u nt equ al to  the su m  o f ( 1) tw ice the am o u nt o f the finance charge in co nnectio n w ith the transactio n, except that the liability u nder this p aragraph shall no t be less than $ 10 0  no r greater than $ 1,0 0 0 ; and ( 2 ) in the case o f any su ccessfu l actio n to  enfo rce the fo rego ing liability, the co sts o f the actio n to gether w ith a reaso nable atto rney's fee as determ ined by the co u rt.
T h e n  th e re  is a  discla im e r prov ision  w h ich  sa ys:* Unintentio nal v io latio ns, bo na fide erro rs. A  credito r m ay no t be held liable in any actio n bro u ght u nder this sectio n fo r a v io latio n o f this p art if the credito r sho w s by a prepo nderance o f ev idence that the v io latio n w as no t intentio nal and resu lted fro m  a bo na fide erro r no tw ithstanding the m aintenance o f pro -» cedu res reaso nably adapted to  av o id any su ch erro r.
In  th is ca se, th e  court th e n  w e n t on  to fin d th a t  sin ce  th e  ba n k  pro

v ide d  th e  form s, a n y om ission  in  th e  form s, in  effect, w a s a n  in te n tion a l 
a ct.

A n d  th e  court sa id :T here is no  requ irem ent that the p laintiff pro v e he him self w as deceiv ed. T here is no  requ irem ent that he sho u ld hav e been led by the deceptio n to  pay the “finance charge in co nnectio n w ith the transactio n.”
It  goes on  to sa y:It is u ndisp u ted that defendant carefu lly, deliberately— intentio nally— o m itted the disclo su re in qu estio n. T hat defendant, in this co u rt’s v iew , m isto o k the law  do es no t m ake its actio n any less intentio nal.
L a te r, it sa ys:A  defendant inv o king this excu se is requ ired no t m erely to  sho w  the clerical erro r w as u nintentio nal, bu t also  that du e care has been taken to  set u p pro cedu res to  av o id it.
I suppose  th is is w h y we  ge t in to th is te ch n ica l v iola tion s proble m . 

A ccordin g  to th is ca se, a n yth in g  th a t  is om itte d  from  th e  form , in  
effect, con stitute s a n  in te n tion a l a ct be ca use  th e  la w  con te m pla te s th a t  
you w ill se t up proce dure s th a t  w ill obv ia te  th e  possibility of a n  om is
sion . It  se em s to me  th a t  t h a t  is w h e re  we  run  in to a  lot of proble m s.

T h a t, I suppose , is w h a t you w’e re  ta lk in g  a bout, G ov e rn or J a ckson , 
- w h e n  you w e re  sa yin g  th a t  we  ough t to sim plify th e  la w .

C e rta in ly, th is ch a rt w h ich  h a s be e n  prov ide d  by th e  C om ptrolle r’s 
Office doe s some  good. B ut I w ould h a v e  h ope d th a t  you could h a v e  
come  in  h e re  tod a y w ith  a  be tte r n a rra tiv e  discussion  of th e  v iola tion s

• ra th e r th a n  th is ch a rt. W e  do n ot kn ow  w h a t th e se  diffe re n t se ction s 
of th e  re gula tion s re fe r to.

I n otice  t h a t  th e  pre pon de ra n ce  of v iola tion s a re  in  th e  a re a  w h ich  is 
de scribe d on  th e  ch a rt a s 2 2 6 (8), a  th roug h  u. C ould you de scribe  to 
me  w h a t th ose  a re  ?

M r. T a y lor. C on gre ssm a n , th a t  ba sica lly in v olv e s disclosure s on  
close d e n d  cre dit.

M r. B rowx. If I m a v  digre ss for a  secon d, I th in k  th a t  we  h a v e  h it 
upon  a  proble m  th a t  I h a v e  se e n  for some  tim e . T h a t proble m  is th e  
de cision  to h a v e  re gula tors of our fin a n cia l in stitution s to g e t in to a  
lot of th is kin d  of re gula tory a ctiv ity.
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W hat is the charge to the Com ptroller’s Office with respect to the 
exam ination of banks? Is it not basically to m aintain safe and sound 
banking practices ?
M r. T ay l or. Our contention would be that it goes beyond that. W e 

are protecting the depositors. In doing that, we have to look at the 
safety and soundness of the bank. W e are concerned with liquidity, 
capital, the quality of the loan portfolio, the quality of investments, 
and so forth.
M r. B rown . W here, in your enabling statute, does it impose upon 

you the responsibility and duty to enforce the T ruth in Lending A ct? ♦
M r. T ay l or. T hat is in the act itself, sir.
M r. B rown . I know it is. B ut where in your basic enabling act that 

sets up the Com ptroller’s Office is that ?
M r. T ay l or. T hat was established in 1 863  and 1 864  in the N ational 

B anking A ct and the N ational Currency A ct.
M r. B rown . D o the words “consumer protection” appear in your 

enabling legislation ?
M r. T ay l or. N ot that I am aware of.
M r. B rown . D oes it appear in the FD IC’s ?
M r. Earl y . N o , sir.
M r. B rown . D oes it appear in the Federal R eserve’s ?
M r. Ja c k so n . I do not believe it is in the Federal R eserve A ct.
M r. B rown . You have discussed a problem  with disclosing viola

tions of truth in lending which arises because disclosure would put 
the exam iner in the position of an adversary. In your function of ex
am ining banks for safe and sound banking practices, you relv upon a 
kind of gentlem anly openness between the bank and the regulator 
with respect to your examinations. B ut when you get into this area, you 
are changing from  openness into a position that is basically adversary.
Is that not correct ?
M r. T ay l or. T hat is no more so than it is in a discussion of an 84  

violation, I do not believe.
M r. B rown . B ut your basic posture in hank exam inations involves 

the protection of the depositors and the soundness of the bank.
M r. T ay l or. I think in some instances that consumer protection 

1 aws can affect the saf etv and soundness of banks. „
M r. B rown . If vou separated the whole area of consumer protec

tion—truth in lending, equal credit opportunity, fair credit reporting, 
fair credit billing, et cetera—from the bank soundness exam ination, 
you would not have to look at the bank exam ination reports for the *
things for which vour Office is responsible, would you?
M r. T ay l or. N o , sir. W e are not planning to do that except as an 

adjunct.
M r. B rown . B ut. a person enforcing all of these consumer measures 

would onlv have to look at the verv outside end of a bank’s activities— 
only the relationship of the bank to its depositors and to its borrowers.
T hev wouM  not have to in to see what the bank’s liquidity position 
is or anvthing else, would thev?
M r. T ay l or. Yes, that is correct.
M r. B rown . W e know that Pennev’s and Sears and other credit 

card businesses’ trencnrtions are not subject to your activities, but 
basically under the FT C.
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W ha t percenta ge of the tra nsa ctions tha t a re subject to the Truth 
in Lending Act come under your jurisdiction ?
M r. Tay lo r. D o you mea n collectively under the jurisdiction of the 

three a gencies here?
M r. B ro w n . Y es.
M r. Tay lo r. O ne-third.
M r. Jack so n . I don’t know  the a nsw er to tha t question. It ma y be 

extra ordina rily difficult to a nsw er simply beca use the Truth in Lend
ing Act a pplies to every individua l or to every entity w ho regula rly 
extends credit.
M r. B ro w n . G overnor Ja ckson, tha t is exa ctly my point. B ut a c

cording to my best estima te, those of you here toda y proba bly repre
sent responsibility for one-fourth of the tra nsa ctions.
M r. Jack so n . I ha ve hea rd reports, but I don’t know  w hether they 

a re fa ctua l or not— they ma y be erroneous— but I ha ve hea rd reports 
tha t the Federa l Tra de Commission ha s 1 million creditors under its 
supervision.
I believe M r. D ugger ma y be more fa milia r w ith those fa cts tha n I.
M r. B ro w n . And you ha ve how  ma ny ?
M r. Jack so n . The tota l ba nking system ha s a pproxima tely 1 4,000 

ba nks. The B oa rd ha s responsibility only for a pproxima tely 1 ,05 0 
Sta te member ba nks.
M r. B ro w n . I remember tha t the title of this subcommittee is the 

Commerce, Consumer, a nd M oneta ry Affa irs Subcommittee. And I 
assume tha t w e a re looking a t this issue from the sta ndpoint of the 
consumer. W e should be.
B ut to the best of my know ledge, the only people scheduled to be 

hea rd before this committee a t this point to determine the enforce
ment of truth in lending a re you three gentlemen. Tha t is the extent 
of it insofa r as regula tors a re concerned. So we a re looking a t the 
regula tors of 1 4,000 out of over 1 million. Tha t is ra ther a  stra nge 
phenomenon.
M r. Ea rly, in your sta tement for the FD IC, you ha ve indica ted tha t 

in the la st yea r a nd a  ha lf 48,000 ma n-hours ha ve been spent on truth- 
in-lending examina tions.
W ha t w ould you sa v tha t your a nnua l cost ha s been for these exami

na tions a nd for a ll of the a dministra tive hiera rchv tha t goes into the 
prepa ra tion of regula tions, as w ell as exa mina tion?
M r. Early . I w ould ha ve to a pproa ch it this w a v. It w ould be less 

tha n 1 0 percent of our exa mina tion/supervisory budget.
M r. B ro w n . And w ha t is vour exa mina tion/supervisory budget?
M r. Early . It is close to $40 million. I believe.
M r. B ro w n . So then it ma y be $4 million.
M r. Early . I think tha t is a bout right.
M r. B ro w n . D o you know  w ha t the FD IC testified w ould be the 

estima te of the cost of enforcement of truth in lending w hen the bill 
w a s pa ssed ?
M r. Early . No, I do not, sir.
M r. B ro w n . I don’t either. B ut I know  tha t it w ould not begin to 

come to $4 million a yea r.
M r. Early . Tha t is only a n estima te. If I find tha t I am in error, I 

w ill a dvise the committee.
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M r. B ro w n . A lso, I think it might be nice if you would go back and 
see wha t the testimony was from the F D IC , the C omptroller’s O ffice, 
and the F edera l R eserve on the cost of enforcement of truth in lending 
when it was passed.
I say tha t because for 2 years a fter the truth-in-lending bill was 

passed, I contacted a whole cross section of consumers. I think I prob
ably contacted 50  or better. D o you know tha t I found only one person 
who had changed a credit transaction because of truth in lending?
A nd the whole theory of truth in lending was to encourage compar

a tive shopping by consumers.
Your testimony this morning has been tha t the real problem is a 

fa ilure to distinguish technical viola tions, or those not resulting in 
actual ha rm, from viola tions which could result in injury to a con
sumer. A nd the fact tha t we do not have those different viola tions 
broken down is the problem. I think tha t is wha t we really need to 
have in order to see how well the enforcement law has been going.
It seems to me tha t we should be concerned with the actual ha rm to 

the consumer ra ther tha n with viola tions which result in liability to 
the creditor.
[G overnor Jackson subsequently submitted the following informa 

tion for the record:]
R epresenta tives of the F edera l R eserve System ha ve not testified before C on

gress concerning the cost of enforcement by its Sta te member banks or other 
financia l institutions under T ruth in Lending from 1 967 through 1 969.
M r. R o se nthal. M r. B rown, would you suspend for just a minute?
M r. B ro w n . Yes.
M r. R o se nthal. G entlemen, we have a recorded vote over on the 

floor and we are going to have to adjourn now. W ould you respond to 
M r. B rown’s question in writing ?
M r. Taylor. I could respond very quickly: we have supplied tha t.
M r. R o se nthal. If you can’t do it in about 30  seconds, we are going 

to miss the vote and our constituents will want to know why. A nd it 
will take us 3 davs to write tha t letter.
M r. t aylor. We have supplied vou with the examina tion renort.
M r. R o se nthal. T ry to do it in writing, and trv to amplify some of 

the other questions he had concerning the 337 viola tions. I think tha t 
would be very useful to us.
I want to thank each of you. We apologize for having to run.
The subcommittee stands adjourned.
[W hereupon, a t 1 1 :1 2 a.m., the subcommittee adjourned, to recon

vene subject to the call of the C ha ir.]
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October 6, 1976

Mr. Robert Bloom
Acting Comptroller of the Currency 
15th Street and Pennsylvania Avenue 
Washington, D. C. 20220 

Dear Mr. Bloom:

Please be advised that this department has proposed to the Board of 
Governors of the Federal Reserve System that the truth in lending exemption 
of the State of Connecticut be expanded to include jurisdiction over national 
banks, federal savings and loan associations, and federal credit unions.

It is our desire to conduct an inspection of each such federal-chartered 
institution on a regular annual basis to determine the extent of compliance 
with the truth in lending and other Connecticut consumer credit statutes.
Copies of the reports of these inspections would be provided to your office 
as they are completed. As is the case currently with state-chartered creditors, 
each institution would be required to provide a detailed response to any 
violation noted and to provide corrected disclosure statements, rights of 
rescission, and rebates for understated annual percentage rates where appropriate.

Institutions that repeatedly or significantly violate the consumer credit 
laws would be subject to public disclosure of such violations. However, identity 
of borrowers would remain confidential.

The Banking Department presently has a separate staff of ten trained 
professionals and anticipates adding two more professionals to examine federal- 
chartered institutions. Their sole function is consumer credit compliance 
examinations. For your information there is enclosed a copy of our most 
recent truth in lending report to the Board of Governors of the Federal Reserve 
System.

We are requesting this authority because we believe consumer credit enforce
ment is a local matter. Connecticut consumers do not distinguish between a 
state and federal-chartered institution. Because we are located closer to the 
Connecticut consumer, we believe we can provide quicker response and more 
personal attention. In addition, federal-chartered institutions would be 
afforded the protection of Banking Department formal rulings that approved such 
items as Connecticut Student Loan disclosure forms. Lastly, we do not believe 
applicability and enforcement of the Connecticut consumer credit laws by the

(107)



M r. R obert Bloom
A cting Comptroller of th e Currency 
15th  Street and Pennsylvania Avenue 
Wash ington, D. C. 20220 O ctober 6 , 1976

Connecticut Bank ing Department w ould interfere w ith  th e purposes or function 
of th e N ational Bank  A ct, th e H ome O w ners' Loan Act of 1933 or th e Federal 
C redit Union Act but rath er w ould supplement efforts  at a federal level to 
provide consumer c redit protection. E nforcement by th e Connecticut Bank ing 
Department w ould also save th e federal agencies th e additional expense of 
s taff in th is area. A fter eigh t years of active enforcement of tru th  in 
lending law s as w ell as several decades of consumer c redit compliance enforce
ment by means of regulation of small loan companies, th e Connecticut Bank ing 
Department possesses th e resources and interest to conduct consumer credit 
enforcement w ith  respect to all institu tions, both  state and federal-ch artered 
operating w ith in th e state.

In conjunction w ith  th e processing of our application fo r additional 
exemption, th e Federal R eserve Board h as requested th at w e s o lic it your comments 
w ith  respect to th is proposal and determine w h at suggestions you may h ave to 
enh ance th e effectiveness of such  a program.

Inasmuch  as w e w ould lik e  to initiate  th is program as soon as possible, 
w e w ould appreciate your attention to th is matter as rapidly as time permits.

V ery tru ly  you rs,

Law rence Connell, Jr. 
Bank  Commissioner
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O cto ber 6, 1 976

M r. G a rth M a rston 
A cting  C ha irm a n 
F edera l Hom e L oan B ank B oa rd 
32 0  F irst S treet 
W a shing ton, D. C . 2 0 5 5 2  

Dea r M r. M a rston:

P lea se be a dvised th a t th is depa rtm ent h a s propo sed to  the 
B o a rd o f G o vernors o f the F edera l R eserve S ystem  th a t th e tru th  in 
lending  ex em ption o f the S ta te o f C o nnecticut be ex pa nded to  
include ju risdictio n o ver na tio na l b a nks, federa l sa ving s a nd lo a n 
a sso cia tio ns, a nd federa l credit unio ns.

It is o ur desire to  conduct a n inspectio n o f ea ch such 
federa l-ch a rtered institu tio n on a  reg u la r a nnua l b a sis to  determ ine 
th e ex tent o f co m plia nce w ith the tru th  in lending  a nd o th er C on
necticu t consum er credit sta tu tes. C opies o f the repo rts o f th ese 
inspectio ns w ould be pro vided to  yo ur o ffice a s they a re co m pleted.
A s is th e ca se cu rrently  w ith sta te-ch a rtered credito rs, ea ch insti
tu tio n w ould be required to  pro vide a  deta iled respo nse to  a ny 
v io la tio n no ted a nd to  pro vide co rrected disclo su re sta tem ents, 
rig h ts o f rescissio n, a nd reb a tes fo r understa ted a nnua l percenta g e 
ra tes where a ppro pria te.

Institu tio ns th a t repea tedly  o r sig nifica ntly  v io la te the con
sum er credit la w s w ould be su b ject to  pu b lic disclo su re o f such 
v io la tio ns. H owever, identity  o f bo rro w ers w ould rem a in co nfidentia l.

The B a nking  Depa rtm ent presently  ha s a  sepa ra te sta ff o f ten 
tra ined pro fessio na ls a nd a nticipa tes a dding  two m ore pro fessio na ls 

* to  ex a m ine federa l-ch a rtered institu tio ns. Their so le functio n is
consum er credit co m plia nce ex a m ina tio ns. F o r yo ur info rm a tio n th ere 
is enclo sed a  copy o f o ur m ost recent tru th  in lending  repo rt to  the 
B o a rd o f G o vernors o f the F edera l R eserve S ystem .

fc W e a re requ esting  th is a u th o rity  beca use we b eliev e consum er
credit enfo rcem ent is a  lo ca l m a tter. C o nnecticut consum ers do no t 
disting u ish  betw een a  sta te a nd federa l-ch a rtered institu tio n.
B eca use we a re lo ca ted clo ser to  th e C o nnecticut consum er, we

7 9 -848 0 - 7 7  -8
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M r . G a r th  M a r sto n  
p a ge 2
O cto ber  6, 1 9 76

believe we ca n  p r o vide qu ick er  r esp o n se a n d m o r e p er so n a l a tten tio n .
In  a d d itio n , fed er a l- ch a r ter ed  in s titu tio n s  w o u ld be a ffo r ded th e 
p r o tectio n  o f B a n kin g D ep a r tm en t fo r m a l r u lin gs th a t a p p r o ved su ch  
item s a s C o n n ecticu t S tu den t L oa n  disclo su r e fo r m s. L a stly , we 
do n o t believe a p p lica b ility  a nd en fo r cem en t o f th e C o n n ecticu t 
co n su m er  cr ed it la w s by  th e C o n n ecticu t B a n kin g D ep a r tm en t w ould 
in ter fer e w ith  th e p u r p o ses o r  fu n ctio n  o f th e N a tio n a l B a nk A ct, 
th e H om e Ow ner s' L o a n  A ct o f 1 9 33 o r  th e F eder a l C r edit U n io n  A ct, *
bu t r a th er  w o u ld su p p lem en t effo r ts  a t a  fed er a l level to  p r o vide 
co n su m er  cr ed it p r o tectio n . E n fo r cem en t by  th e C o n n ecticu t B a nking 
D ep a r tm en t w o u ld a lso  sa ve th e fed er a l a gen cies th e a d d itio n a l 
exp en se o f s ta ff in  th is  a r ea . A fter  eigh t y ea r s o f a ctive en fo r ce
m ent o f tr u th  in  len din g la w s a s w ell a s sever a l deca des o f co n su m er  *
cr ed it co m p lia n ce en fo r cem en t by  m ea ns o f r egu la tio n  o f sm a ll lo a n  
co m p a n ies, th e C o n n ecticu t B a n kin g D ep a r tm en t p o ssesses th e 
r eso u r ces a n d in ter es t to  co n du ct co n su m er  cr ed it en fo r cem en t w ith  
r esp ect to  a ll in s titu tio n s , bo th  s ta te a n d fed er a l- ch a r ter ed  
o p er a tin g w ith in  th e s ta te.

In  co n ju n ctio n  w ith  th e p r o cessin g o f o u r  a p p lica tio n  fo r  
a d d itio n a l exem p tio n , th e F eder a l R eser ve B o a r d h a s r equ ested th a t 
we s o licit y o u r  com m ents w ith  r esp ect to  th is  p r o p o sa l a n d deter m in e 
w h a t su ggestio n s y o u  m a y  h a ve to  en h a n ce th e effectiven ess o f su ch  
a  p r o gr a m .

In a sm u ch  a s we w ould lik e to  in itia te th is  p r o gr a m  a s so o n  a s 
p o ssib le, we w o u ld a p p r ecia te y o u r  a tten tio n  to  th is  m a tter  a s 
r a p id ly  a s tim e p er m its.

S in cer ely ,

L a w r ence C o n n ell, Jr . 
B a nk C o m m issio n er

L C * cjt
E nc.
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October 6 , 1976

Mr. G. A ustin Montgom ery, A dm inistrator 
N ational C redit Union A dm inistration 
O ffice of th e A dm inistrator 
W ash ington, D. C. 20 4 56

Dear Mr. Montgom ery:

Please be advised th at th is departm ent h as proposed to th e B oard of 
Governors of th e Federal Reserve System th at th e truth  in lending ex em ption 
of th e S tate of C onnecticut be expanded to include juris d ic tion over national 
bank s, federal savings and loan associations, and federal cred it unions.

It is our desire to conduct an inspection of each  such  federal-ch artered 
ins titution on a regular annual basis to determ ine th e ex tent of com pliance 
w ith  th e truth  in lending and oth er C onnecticut consum er credit statutes.
Copies of th e reports of th ese inspections w ould be provided to your office 
as th ey are com pleted. A s is th e case currently w ith  state-ch artered creditors, 
each  ins titution w ould be required to provide a detailed response to any 
violation noted and to provide corrected disclosure statem ents, righ ts of 
rescission, and rebates for understated annual percentage rates w h ere appropriate.

Institutions th at repeatedly or s ignifica ntly  violate th e consum er credit 
law s w ould be subject to public disclosure of such  violations. H ow ever, id entity  
of borrow ers w ould rem ain confidential.

T h e B ank ing D epartm ent presently h as a separate s ta ff of ten trained 
professionals and anticipates adding tw o more professionals to exam ine federal- 
ch artered institutions . T h eir sole function is consum er credit com pliance 
ex am inations. For your inform ation th ere is  enclosed a copy of our m ost 
recent truth  in lending report to th e B oard of Governors of th e Federal Reserve 
System .

We are requesting th is auth ority because we believe consum er credit enforce
m ent is a local m atter. C onnecticut consum ers do not distinguish  betw een a 
state and federal-ch artered ins titution. B ecause we are located closer to th e 
C onnecticut consum er, we believe we can provide quick er response and more 
personal attention. In addition, federal-ch artered institutions  w ould be 
afforded th e protection of B ank ing D epartm ent form al rulings th at approved such  
item s as C onnecticut Student Loan disclosure form s. Lastly, we do not believe 
a p p lica bility  and enforcem ent of th e C onnecticut consum er credit law s by th e
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M r . G . A ustin M ontgom e ry, A dm inistr ator  
National Cr e dit Union A dm inistr ation 
O ffice  of the  A dm inistr ator  
W ashington, D. C. 20456 O ctobe r  6, 197 6

Conne cticut Banking De p artm e nt w ould inte r fe r e  w ith the  p ur p ose s or  function o f the  National Bank A ct, the  Home  O w ne rs' Loan Act of 1933 or  the  Fe de ral Cr e dit Union Act but r athe r  w ould sup p le m e nt e ffo r ts at a fe de r al le ve l to p r ovide  consum e r  c r e dit p r ote ction. Enfor ce m e nt by the  Conne cticut Banking De p artm e nt w ould also save  the  fe de r al age ncie s the  additional e xp e nse  of staff in this ar e a. A fte r  e ight ye ar s of active  e nfor ce m e nt of tr uth in le nding law s as w e ll as se ve r al de cade s of consum e r  c r e dit com p liance  e nfor ce m e nt by m e ans of r e gulation of sm all loan com p anie s, the  Conne cticut Banking De p artm e nt p osse sse s the  r e sour ce s and inte r e st to conduct consum e r  c r e dit e nfor ce m e nt w ith r e sp e ct to all institutions, both state  and fe de r al-char te r e d op e r ating w ithin the  state .

In conjunction w ith the  p r oce ssing of our  ap p lication fo r  additional e xe m p tion, the  Fe de ral Re se rve  Board has r e que ste d that w e  s o lic it your  conm e nts w ith r e sp e ct to this p r op osal and de te r m ine  w hat sugge stions you may have  to e nhance  the  e ffe ctive ne ss of such a p rogram .

Inasm uch as w e  w ould like  to in itiate  this p r ogram  as soon as p ossible , w e  w ould ap p r e ciate  your  atte ntion to this m atte r  as r ap idly as tim e  p e r m its.

Law r e nce  Conne ll, Jr . 
Bank Com m issione r

LC:an
Enc.
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of exceptions 
cited

: 
23 

A
m

ount 
of A

djustm
ent:$73.74

No com
m

ents or exceptions 
D

ec. 
9, 

1975 
1. 

S
everal notes w

ere undated.

2. 
APR not 

d
isclo

sed
.

4^

• 3. 
APR in

co
rrectly

 d
isclo

sed
 as 

a resu
lt of 

Irreg
u

lar 
first paym

ent 
p

erio
d

.

4. S
ecu

rity
 

in
te

rest 
not 

describ
ed

 on secured car lo
an

, 
j

5. 
APR u

n
d

erdisclosed and o
v

erd
isclo

sed
 on T

im
e- 

S
ecured and U

nsecured L
oans.

6. 
N

o repaym
ent schedule d

isclo
sed

 on m
ortgages.

N
o. 

of exceptions cited
: 

119 
A

m
ount of A

djustm
ent: 

$69.19

1 
*



r

N
am

e o f B
a nk 

a nd
D

a te  of 
E

xa m
ina tion

FD
IC  C

om
plia nce  R

e port

C
onn e cticut

E
xa m

ina tion
D

a te  
C

onn e cticut T
ruth 

In L
e nding E

xa m
ina tion F

indings

Se pte m
be r 2, 

1975
N
o com

m
ents or e xce ptions

N
ov. 

26, 
1975

1. 
H om

e Im
prove m

e nt L oa n N
ote  a nd d

isclo
su

re  does 
not provid e  

for 
id

e n
tif ica tio

n
 of 

se cu
rity

 
In

te re st w
hich 

the  ba nk re ta in
s.

2 . 
R

ight o f R
e scission  not 

prope rly  o
f fe re d

 to  
q

u
a lif ie d

 borrow
e rs.

3 . 
A PR und e rd isclose d  a nd o v e rd

isclo
se d

 on 
C

o
lla te ra l L

oa ns.

N
ovem

ber 
10 , 

1975
N o com

m
ents

N
o. 

o f e xce ptions cite d
: 

47 
________________________A

m
ount o f A

djustm
e nt:_____$922.5 0

D
e c. 

26, 
1975 

1. 
F

ina nce  C
ha rge  a nd T

ota l o f P a y m
e nts 

om
itte d

on re scin
d

a b
le  

tra n
sa ctio

n
s.

C
l

2. 
M

G IC  f e e s not 
d
isclo

se d
 a s 

P
re pa id  F

ina nce  C
ha rge

Se pte m
be r 29, 

1975
B

a nk found to
 be  in

 
M

ay  6, 
1976

v
io

la tio
n

 o f R
e g. 

Z  226.6 
re q

u
irin

g
 cle a r, 

conspicu
ous, 

m
e a ningful d

isclo
su

re s.

N
o. 

o f e xce ptions 
cite d

: 
4

A
m

ount o f A
djustm

e nt: 
$3 11.45 ________________

1. 
A PR und e rdisclose d  on m

ortga ges a s 
a  re

su
lt o f 

pre pa id  cha rge s ha ving be e n ignore d .

2. 
N o T

ruth in
 L

e nding d
isclo

su
re  on f ile

 f o
r se v e rs! 

lo
a n

s.

N
o. 

o f e xce ptions cite d
: 

84
A

m
ount o

f  A
djustm

e nt: 
$1,5 0 0  

(e stim
a te d )



N
am

e of B
ank 

and
D

ate of E
xam

ination

January 5, 
1976

f

M
ay 

12. 
1975

C
onnecticut

E
xam

ination
FD

IC Com
pliance R

eport 
D

ate 
C

onnecticut T
ruth 

In L
ending E

xam
ination F

indings

No com
m

ent 
M

arch 
16, 

1976 
1. 

In
co

rrect 
d

isclo
su

re of 
$20 ad

d
itio

n
al prem

ium
fo

r m
ortgages w

ith p
riv

ate m
ortgage 

insurance.

2. 
APR underdisclosed and o

verdisclosed 
on in

sta
l

m
ent 

loans 
as a resu

lt of 
irreg

u
lar 

first 
paym

ent 
period.

3. 
In

co
rrect d

isclo
su

re of F
inance C

harge on 
rescin

d
ab

le 
tran

sactio
n

s, 
should 

include 
P

repaid F
inance C

harge.

4. 
APR underdisclosed on passbook loans.

N
o. 

of exceptions 
cited

: 
195

. 
A

m
ount 

of A
djustm

ent:$900 
(estim

ated)

Found bank to be in
 

M
arch 1, 

1976 
1. 

U
nderdisclosed APR as 

a resu
lt of irreg

u
lar

com
pliance 

first 
paym

ent 
period.

2. 
O

verdisclosed A
PR.

3. 
S

everal undated n
o

tes.

4. 
In

co
rrect APR on D

em
and L

oans.

5. 
O

m
ission of 

som
e 

required 
d

isclo
su

res.

N
o. 

of exceptions cited
: 

114
 

A
m

ount of A
djustm

ent: 
$500 

(estim
ated)

N
o com

m
ents or exceptions 

D
ec. 

5, 
1975 

1. 
In

co
rrect d

isclo
su

re of APR on D
em

and L
oans.

2. 
In

co
rrect 

d
isclo

su
re of M

GIC fees - d
isclo

sed
 

as 
excludable.

3. 
Incom

plete RESPA d
isclo

su
res.

O

N
o. 

o
f exceptions 

cited
: 

20
A

m
ount of A

djustm
ent: 

$50 
(estim

ated)

t 
*



« 
«

N
am

e of B
ank 

and
D

ate of E
xam

ination
FD

IC C
om

pliance R
eport

C
onnecticut

Examination
D

ate 
C

onnecticut T
ruth 

in
 L

ending E
xam

ination F
indings

January 
5, 

1976

N
o com

m
ents 

or exceptions
Jan

. 
29, 

1976
1. 

APR underd
lsclo

sed
 and overd

isclo
sed

 as 
a 

re
su

lt of 
irreg

u
lar first paym

ent p
erio

d
.

2. 
P

repaid F
inance C

harge om
itted on sev

eral 
m

ortgages.

3. 
U

nderdlsclosed APR on sev
eral m

ortgages.

N
o. 

of 
exceptions cited

: 
35 

A
m

ount 
of A

djustm
ent: 

$223.03

M
arch 24, 

1975

The bank is not com
puting 

O
ct. 

30, 
1975 

1. 
B

ank u
n

d
erstates and o

v
erstates 

the APR
th

e APR co
rrectly

 
on in

stalm
en

ts.

2. 
APR on T

im
e-U

nsecured N
otes 

are u
n

d
erstated

 
w

henever 
the m

inim
um

 F
inance C

harge 
is 

Im
posed.

N
o. 

of exceptions cited
: 

11 
.

A
m

ount 
of A

djustm
ent:$ 10

N
o com

m
ent 

M
arch 

17, 
1976 

1. 
P

repaid In
terest on Instalm

ent L
oans not

included 
in

 F
inance C

harge.

2. 
APR underdlsclosed on Instalm

ent L
oans.

3. 
In

co
rrect d

isclo
su

re of C
o

n
stru

ctio
n

- 
Perm

anent L
oans.

N
o. 

of exceptions cited
: 

18
A

m
ount of A

djustm
ent: 

$1,348.05 
(53 loans)



N
am

e of B
ank 

and
D

ate of E
xam

ination
FD

IC C
om

pliance R
eport

C
onnecticut 

E
xam

ination 
.

D
ate 

C
onnecticut T

ruth 
in

 L
ending E

xam
ination F

indings

No com
m

ent

M
arch 

22, 
1576

A
ug. 

14, 
1975 

1. 
APR underdisclosed 

and 
overdisclosed on 

instalm
ent

loans 
due 

to irreg
u

lar 
first 

paym
ent 

period.

2. 
R

ight 
of R

escission not 
properly o

ffered
.

N
o. 

of E
xceptions C

ited: 
26 

A
m

ount 
of A

djustm
ent:$200

No com
m

ent
A

ug. 
11, 

1975 
1. 

R
ight of R

escission not 
properly o

ffered
.

2. 
D

em
and 

Loans 
not 

P
roperly D

isclosed.

rA
ugust 

18, 
1975

No com
m

ent

N
o. 

of E
xceptions 

C
ited: 

12 
A

m
ount of A

djustm
en t: 

N
one

O
ct. 

9, 
1975 

1. 
APR underdisclosed and overdisclosed 

on instalm
ent

loans due to irreg
u

lar 
first paym

ent 
period.

2. 
F

inance C
harge not d

isclo
sed

 
on rescin

d
ab

le 
• 

tran
sactio

n
.

3. 
R

ight of R
escission not 

properly o
ffered

.

4. 
P

repaid F
inance C

harge not co
rrectly

 d
isclo

sed
 on 

m
ortgages.

N
o. 

of E
xceptions C

ited: 
13 

A
m

ount 
of A

djustm
ent:$14.99

oo

•*



•  
*

N
am

e  o f Bank, 
a nd

D
a te  of E

x a m
ina tion

FD
IC C

om
plia nc e  R

e port

Connecticut
Examination

D
a te  

C
onn e c tic ut T

ruth 
In L

e nding E
x a m

ina tion F
indings

A PR  in
c o

rre c tly
 d

isc lo
se d

 
S
e pt. 

2 9, 
197 5  

1. 
A
m
ount Fina nc e d 

in
c o

rre c tly
 disc lo

se d
 on m

ortga ge s, 
due  to irre g

u
la r first

pa ym
e nt p

e rio
d
. 

2 . 
T
ota l of P a ym

e nts 
in

c o
rre c tly

 d
isc lo

se d
.

N
um

be r of E
x c e ptions 

C
ite d : 

3 
(5 2  

loa ns a ffe c te d
) 

A
m
ount 

of A
d

ju
s
tm

e
n

t: N
o

n
e

N
o com

m
e nt

M
arc h 2 9, 

197 5  
1. 

A PR  o v e rdisc lose d  
a nd und e rdisc lose d  on 

insta lm
e n t 

lo a ns due  
to  irre g

u
la r first 

pa ym
e nt pe riod .

2 . 
M

any note s 
not 

da te d 
or ha d 

inc om
ple te  d

a te s.

3. 
A PR  in

c o
rre c tly

 disc lo
se d

 on tim
e  n

o
te s, 

e sp
e c ia lly

 
w
he n m

inim
um

 Fina nc e  C
ha rge  im

pose d.
CO

A PR  d
isc lo

se d
 a s 

" m
inim

um
 c ha rge "

4 . 
Form

s do not prov id e  
fo

r c o
rre c t 

d
isc lo

su
re s of 

a
ll 

re q uire d  d
isc lo

su
re  e le m

e nts.

N
um

be r of E
x c e ptions C

ite d : 
69 

A
m
ount of A

djustm
e nt:$137 .7 7

Ju ly  7 , 
197 5  

1. 
A PR  und e rdisc lose d  on 

tim
e  a nd 

insta lm
e n t 

lo a ns.

2 . 
R
ight of R

e sc ission  not 
prope rly  o

ffe re d
.

N
um

be r of E
x c e ptions C

ite d : 
2 0  

A
m
ount of A

djustm
e nt: 

$10



N
am

e o
f B

ank 
and

D
ate of E

xam
ination

FD
IC C

om
pliance R

eport

No com
m

ent

C
onnecticut

E
xam

ination
D

ate 
C

onnecticut T
ruth in

 L
ending E

xam
ination F

indings

M
arch 

17, 
1976 

1. 
In

co
rrect 

d
isclo

su
re of P

repaid F
inance C

harge on
instalm

ent 
loans.

2. 
In

co
n

sisten
t 

d
isclo

su
re of 

late charge paym
ents.

3. 
In

co
rrect d

isclo
su

re of construction-perm
anent 

m
ortgages.

N
um

ber of E
xceptions 

C
ited: 

17 
(all 

loans 
affected

) 
A

m
ount 

of A
djust m

ent:$1,348.05

M
arch 3, 

1976
No com

m
ent

N
ov. 

24, 
1975 

1. 
In

co
rrect d

isclo
su

re of 
"balloon paym

ent" on
m

ortgages.

2. 
In

co
rrect d

isclo
su

re of m
ortgages w

ith dem
and 

featu
res.

N
um

ber of E
xceptions 

C
ited: 

7
N

um
ber of 

C
orrected D

isclosures: 
250 

A
m

ount of A
d

ju
s

tm
e

n
t:N

o
n

e
o

June 9, 
1975

M
ay 

18, 
1976 

M
ortgages:

1. 
In

co
rrect d

isclo
su

re of 
ap

p
licatio

n
 

fee.

2. 
APR underdisclosed as a resu

lt of 
in

co
rrect P

repaid 
F
inance C

harge.

3. 
R

ight 
of R

escission not properly o
ffered

.

4. 
In

co
rrect d

isclo
su

re of P
repaid Finance C

harge on 
construction-perm

anent 
loans.

In
stalm

en
t:

1. 
APR underdisclosed and overdisclosed as 

a 
resu

lt of 
irreg

u
lar first 

paym
ent perio

d
s.

a 
a



1 
*

Nam
e of B

ank 
and

D
ate of E

xam
ination

C
onnecticut 

. 
E

xam
ination

EPIC
 C

om
pliance R

eport 
D

ate
C

onnecticut T
ruth 

In L
ending E

xam
ination F

indings

2. 
D

eferred Paym
ent P

rice not 
d

isclo
sed

 on cred
it 

sale.

N
unber of E

xceptions 
C

ited: 
170 

A
m

ount 
of A

djustm
ent:$100

1
/O

ct. 
6, 

1975
Form

s do n ot provide a
ll 

A
ug. 

26, 
1975 

1. 
Form

s do not 
provide a

ll relev
an

t 
d

isclo
su

res,
relev

an
t d

isclo
su

res.
2. 

A
m

ount Financed and T
otal of Paym

ents d
isclo

sed
 

as 
sam

e as 
tim

e notes.

N
um

ber of E
xceptions 

C
ited: 

11 
A

m
ount of A

djustm
ent:$26.50

to

No com
m

ent

N
ovem

ber 
17,

No com
m

ent

O
ct. 

16, 
1975  

1. 
APR underdisclosed on m

ortgages w
hen P

repaid Finance
C

harge 
is 

ignored.

2. 
"L

and O
nly” 

loans 
in

co
rrectly

 d
isclo

sed
.

N
um

ber of E
xceptions C

ited: 
14 

A
m

ount 
of A

djustm
ent:$447.46

A
ug. 

25, 
1975 

1. 
APR underdisclosed and o

verdisclosed due 
to

irreg
u

lar first 
paym

ent 
period on instalm

ent 
loans.

2. 
A

m
ount Financed and T

otal of 
Paym

ents d
isclo

sed
 as 

sam
e sum

 on dem
and lo

an
s.

N
um

ber of E
xceptions C

ited: 
22 

A
m

ount 
of A

d justm
ent: 

$14.16



N
am

e o
f B

ank 
and

D
ate 

of 
E
xam

ination
FD

IC C
om

pliance R
eport

Connecticut
E
xam

ination
D
ate

C
onnecticut T

ruth 
in

 L
ending E

xam
ination F

indings

M
ay 

7, 
1976

No com
m
ent

June 
21, 

1976
F
inance C

harge not 
d
isclo

sed
 on rescin

d
ab

le 
m
ortgages.

2. 
F
inance C

harge and A
m
ount Financed not 

d
isclo

sed
 

on co
llateral 

loans.

3. 
R
ates quoted in

 new
spaper ad 

not 
designated 

as A
PR. 

N
um

ber of E
xceptions C

ited: 
14

N
o com

m
ent

Septem
ber 

22,

Septem
ber 

29, 
1975

Feb. 
25, 

1976 
1. 

R
ight of R

escission not properly offered 
to

q
u
alified

 borrow
ers.

2. 
APR in

co
rrectly

 d
isclo

sed
 
on a

ll dem
and 

loans.

3. 
Precom

puted 
in

terest on instalm
ent 

loans 
d
isclo

sed
 

as 
P
repaid F

inance C
harge.

4. APR not d
isclo

sed
 or in

co
rrectly

 d
isclo

sed
 on 

m
ortgages.

,  
N
um

ber of E
xceptions 

C
ited: 

20
A
m
ount of A

djustm
ent:$110.58

June 22, 
1976 

1. 
APR underdisclosed and o

verdisclosed on instalm
ent

lo
an

s.

2. 
S
ecurity in

terest not described and secured propert 
not 

id
en

tified
 on instalm

ent 
loans.

3. 
R
ight of R

escission not properly o
ffered

.

N
um

ber of E
xceptions C

ited: 
18 

A
m
ount of A

djustm
ent: 

$50

toto

< 
<



N
am

e of B
ank 

and
D

ace of E
xam

ination
FD

IC C
om

pliance R
eport

June 
23, 

1975
No com

m
ent

C
ccober 

27, 
1975

APR underdisclosed. 
9 loans 

cited
.

N
o com

m
ent

. 
%

C
onnecticut

Examination
P

ate 
C

onnecticut T
ruth in

 L
ending E

xam
ination F

indings

D
ec. 

4,1975 
1. 

APR underdisclosed and o
verdisclosed due 

to
irreg

u
lar first paym

ent 
period on 

instalm
ent 

loans.

2. 
APR underdisclosed on m

ortgages.

N
um

ber of E
xceptions C

ited: 
11 

A
m

ount of A
djustm

ent:$32.95

A
pril 26,1976 

1. 
D

isclosure of m
ortgages does not 

provide 
for

due date of paym
ents.

2. 
APR underdisclosed 

or overdisclosed on 
instalm

ent 
loans due 

to irreg
u

lar 
first paym

ent period.
APR not 

disclo
sed

 
or disclo

sed
 as 

"m
in. 

charge."

3. 
A

m
ount F

inanced and T
otal of 

Paym
ents disclo

sed
 as 

sam
e sum

 on dem
and 

loans.

N
um

ber of E
xceptions C

ited: 
94 

A
m

ount of A
djustm

ent:$49.40

Jan. 
8, 

1976 
1. 

APR underdisclosed and overdisclosed on 
instalm

ent
loans.due 

to irreg
u

lar first paym
ent p

eriod.

2. 
T

otal of Paym
ents and A

m
ount Financed d

isclo
sed

 as 
sam

e sum
 on dem

and 
loans.

3. 
P

repaid F
inance C

harge not 
co

rrectly
 d

isclo
sed

 on 
m

ortgages.

to00

N
um

ber of E
xceptions C

ited: 
72 

A
m

ount of A
djustm

ent: 
$90



N
am

e of B
ank 

and
D
ate of E

xam
ination

FD
IC C

om
pliance R

eport

C
onnecticut

E
xam

ination
D
ate

C
onnecticut T

ruth in
 L

ending E
xam

ination F
indings

No com
m
ents

Feb. 
2, 

1976
1. 

APR not d
isclo

sed
 
co

rrectly
 due 

to irreg
u
lar 

first paym
ent p

eriod.

2. 
U
ndated notes.

June 
1, 

1976

3. 
S
ecurity in

terest not 
id

en
tified

.

4. 
APR 

in
co

rrectly
 disclosed on 

tim
e notes w

hen 
m
inim

um
 finance charge 

is 
im

posed.

N
um

ber of E
xceptions 

C
ited: 

90 
A
m
ount 

of A
djustm

ent:$110

Form
s 

do not provide fo
r 

M
ay 6, 

1976 
1. 

Form
s do not 

provide 
for a

ll 
required d

isclo
su

res,
a
ll required d

isclo
su

res.
2.  

S
ecurity in

terest not 
id

en
tified

 and described on 
instalm

ent 
loans.

N
um

ber of E
xceptions C

ited: 
7 

A
m
ount of A

d
ju

s
tm

e
n
t:N

o
n
e

M
arch 

22, 
1976

4^

N
o com

m
ent 

M
arch 22,1976 

1. 
C
ustom

ers did not 
in

d
icate d

esire 
for cred

it 
life

insurance.

2. 
R
ight of R

escission not 
properly o

ffered
.

3. 
APR not 

co
rrectly

 d
isclo

sed
 on m

ortgages.

N
um

ber of E
xceptions C

ited: 
7 

A
m
ount of A

djustm
ent: 

$15



*
 

*
*

79-848 0 - 77

N
am

e of B
ank 

and
D
ate cf E

xanlnatlon

C
onnecticut 

. 
E
xam

ination
FD

IC C
om

pliance R
eport 

D
ate

O
ctober 6, 

1975

C
onnecticut T

ruth 
In L

ending E
xam

ination F
indings

1. 
T
otal of Paym

ents 
In

co
rrectly

 d
isclo

sed
 on 

rescin
d
ab

le 
tran

sactio
n
s.

2. 
F
inance C

harge in
co

rrectly
 d

isclo
sed

 on 
rescin

d
ab

le tran
sactio

n
s.

3. 
APR underdisclosed.

4. 
F
inance C

harge 
in

co
rrectly

 d
isclo

sed
 on instalm

ent 
lo

an
s.

N
um

ber of E
xcepti ons C

ited: 
12

A
m
ount of A

djustm
ent: 

■ 
N
one_____________________

No com
m
ent 

O
ct. 

1, 
1975 

1. 
F
inance C

harge not d
isclo

sed
 or. instalm

ent 
loans.

2. 
In

co
n
sisten

t d
i sclo

su
re of 

late paym
ent and d

efau
lt 

charges.

3. 
R
epaym

ent schedule not d
isclo

sed
.

4. 
A
m
ount Financed and F

inance C
harge not disclo

sed
 

on passbook loans.

N
um

ber of E
xceptions C

ited: 
103 

A
m
ount of A

djustm
ent: 

N
one

Feb. 
24, 

1976

tod



N
am

e of B
ank 

and
D

ate of E
xam

ination
FD

IC C
om

pliance R
eport

C
onnecticut

E
xam

ination
D

ate
C

onnecticut T
ruth 

in L
ending E

xam
ination Fir.dir.g3

O
ctober 6, 

1975
No com

m
ent

A
ug. 

28, 
1975 

1. 
APR underdisclosed and overdisclosed due 

to
the effect 

of 
irreg

u
lar 

first 
paym

ent 
period 

on 
instalm

ent 
loans.

2. 
P

repaid 
F

inance C
harge not disclo

sed
 on passbook 

lo
an

s.

3. 
U

ndated notes.

N
um

ber of E
xceptions 

C
ited: 

10 
A

m
ount 

of A
djustm

ent:$5.41

No com
m

ent
Feb. 

24, 
1975 

1. 
APR underdisclosed on instalm

ent 
loans.

2. 
"M

inim
um

 C
harge" su

b
stitu

ted
 

for A
PR.

3. 
F

inance C
harge on dem

and 
loans 

com
puted 

for 
3 m

onths 
in

stead
 of one-half y

ear.

4. 
F

inance C
harge in

co
rrectly

 d
isclo

sed
 

on rescin
d

ab
le 

tran
sactio

n
s.

tOo

\p
ril 2 , 

1976
No com

m
ent

N
um

ber of E
xceptions 

C
ited: 

42 
A

m
ount of A

djustm
ent:$30

M
arch 

2, 
1976 

1. 
APR underdisclosed on m

ortgages 
due to effect of

P
repaid Finance C

harge.

N
um

ber of E
xceptions C

ited: 
8 

A
m

ount of A
djustm

ent: 
$260

*
*



N
am

e of B
ank 

and
D

ate of E
xam

ination
FD

IC C
om

pliance R
eport

C
onnecticut

E
xam

ination
D

ate
C

onnecticut T
ruth 

In L
ending E

xam
ination F

indings

Jun e 
16, 

1975
No com

m
ent

M
ay 4, 

1976 
1. 

A
m

ount F
inanced 

not 
disclosed 

on 
instalm

ent 
loans.

2. 
R

ight of R
escission 

not 
properly offered

 
to 

q
u

alified
 borrow

ers.

N
um

ber of E
xceptions C

ited: 
3 

A
m

ount 
of A

d
ju

s
tm

e
n

t:N
o

n
e

No com
m

ent
June 

17, 
1976 

1. 
O

rigination 
fee on m

ortgages 
in

co
rrectly

 disclo
sed

2. 
Incom

plete d
isclo

su
re of construction-perm

anent 
lo

an
s.

3. 
T

otal 
of Paym

ents 
in

co
rrectly

 d
isclo

sed
 on 

instalm
ent 

loans.

4. 
APR underdisclosed on 

instalm
ent 

loans.

5. -Finance C
harge and A

m
ount F

inanced 
in

co
rrectly

 
d

isclo
sed

 on dem
and 

loans.

N
um

ber of E
xceptions C

ited: 
15 

A
m

ount of A
djustm

ent: 
$60



N
am

e of B
ank 

and
D

ate of E
xam

ination
FD

IC C
om

pliance R
eport

1. 
APR not disclo

sed
 on 

consum
er notes.

2. 
APR overdisclosed on 
consum

er notes.

C
onnecticut

E
xam

ination
-----

D
a

te 
C

onnecticut T
ruth In L

ending E
xam

ination F
indings

M
ay 24, 

1976 
1. 

In
co

rrect d
isclo

su
re of cred

it d
isab

ility
 insu

ran
ce.

2. 
APR underdisclosed and overdisclosed on m

ortgages.

3. 
S

ecurity 
in

terest not 
described 

and secured 
property 

not 
id

en
tified

 on secured 
loans.

4. 
APR not d

isclo
sed

 and 
in

co
rrectly

 disclo
sed

 
on 

dem
and 

lo
an

s.

5. 
D

ealer-arranged 
cred

it 
not 

properly d
isclo

sed
.

6. 
R

equired d
isclo

su
res not displayed 

in new
spaper 

ad.

N
um

ber of E
xceptions 

C
ited: 

45 
A

m
ount 

of A
djustm

ent:$70

No com
m

ent
S

ep
t.23,1975 

1. 
T

im
e-Secured note and d

isclo
su

re 
does not provide

fo
r d

escrip
tio

n
 and 

id
en

tificatio
n

 of secu
rity

 
in

terest and 
secured property.

tooo

2. 
Instal m

ent 
loan note and d

isclo
su

re does not 
provide fo

r id
en

tificatio
n

 of secured 
property 

w
hen 

lien
 on p

rin
cip

al dw
elling of borrow

er 
is 

recorded.

3. 
A

m
ount Financed 

and T
otal of Paym

ents d
isclo

sed
 as 

the sam
e on dem

and 
loans.

4. 
APR underdisclosed on dem

and 
loans because bank 

uses a 360-day facto
r 

for 
183 days 

to com
pute 

one-half y
ear’s 

in
terest.

N
um

ber of E
xceptions C

ited: 
14 

A
m

ount of A
djustm

ent: 
$22.73

A
 

<
♦



*

N
am

e of B
ank 

and
C
ate of E

xam
ination 

FD
IC C

om
pliance R

eport

C
onnecticut

E
xam

ination
D
ate 

C
onnecticut 

T
ruth 

in
 L

ending E
xam

ination F
indings

No com
m
ent

June 
10, 

1976 
1. 

In
co

rrect 
d
isclo

su
re of APR on dem

and 
loans.

2. 
In

co
rrect 

d
isclo

su
re of F

inance C
harge and 

A
m
ount 

Financed on 
rescin

d
ab

le tran
sactio

n
s,

3. 
No T

ruth 
in L

ending d
isclo

su
re on m

ortgage.

N
um

ber 
of E

xceptions C
ited: 

12 
A
m
ount 

of A
d
ju

s
tm

e
n
t:N

o
n
e

R
ight of R

escission not 
June 

14, 
1976 

granted 
to borrow

ers on 
loans 

secured by real 
estate.

1. 
R
ight 

of R
escission not 

properly o
ffered 

to 
q
u
alif ied

 borrow
ers 

on rescin
d
ab

le 
tran

sactio
n
s.

2. 
APR 

in
co

rrectly
 disclo

sed
 on dem

and 
loans, 

esp
ecially

 w
hen m

inim
um

 F
inance C

harge of 
$15 

ap
p
lied

.

toCD

3. 
APR not d

isclo
sed

.

N
um

ber of E
xceptions C

ited: 
17 

A
m
ount 

of A
d
ju

s
tm

e
n
t:N

o
n
e



Name of Bank 
and

D
ate of E

xam
ination 

FD
IC C

om
pliance R

eport

C
ancellation date 

m
issing on n

o
tice of 

R
ight of R

escission.

Connecticut
Examination

P
ate 

C
onnecticut T

ruth 
in L

ending E
xam

ination F
indings

Feb. 
4, 

1976 
1. 

APR 
in

co
rrectly

 disclo
sed

 on instalm
ent 

loans,

2. 
U

ndated notes.

2.  
No in

d
icatio

n
 

th
at 

rescissio
n

 offered on 
rescin

d
ab

le m
ortgages.

N
um

ber of E
xceptions 

C
ited: 

6
(R

epresenting 
202 of 

m
ortgages checked- 

32 o f 
to

tal num
ber 

of 
loans)

3. 
S

ecurity 
in

terest 
not described on car loans and 

car not 
id

en
tified

.

4. 
In

co
rrect 

d
isclo

su
re of 

tim
e-unsecured 

loans, 
esp

ecially
 w

hen m
inim

um
 F

inance C
harge ap

p
lied

.

5. 
F
inance C

harge on dem
and 

loans 
in

co
rrectly

 
com

puted 
for one year.

6. 
F
inance C

harge on dem
and 

loans 
not 

d
isclo

sed
.

7. 
B

ank's 
"serv

ice charge" in
co

rrectly
 disclosed 

as 
excludable.

No com
m

ent

N
um

ber of E
xceptions C

ited: 
64

•_______________
A

m
ount 

of A
djustm

ent:________
$63.68__________________

June 
11, 

1975 
1. 

APR underdisclosed and 
overdisclosed on instalm

ent
loans due 

to irreg
u

lar 
first 

paym
ent 

perio
d
s.

2. 
D

ealer-arranged cred
it not 

properly d
isclo

sed
 

for 
lack of A

PR.

00o

3. 
Secured property 

listed
 as 

"G
eneral C

o
llateral."

4. 
D

ebtor not properly identified-nam
e ille

g
ib

le
,

5. 
D

em
and 

loans d
isclo

sed
 as being discounted, 

although 
th

ere is no stip
u

lated
 m

aturity d
ate.

6. 
R

ight 
of R

escission not 
properly o

ffered
.

N
um

ber of E
xceptions C

ited: 
25 

A
m

ount of A
djustm

ent: 
$20

< 
*



*

N
am

e of B
ank 

and
D

ate 
of E

xam
ination

•‘'Septem
ber 

22, 
1975

FD
IC C

om
pliance R

eport
No v

io
latio

n
s cited

 since 
co

rrectio
n

s had been m
ade.

C
onnect icut 

E
xam

ination 
.

D
ate 

C
onnecticut T

ruth in
 L

ending E
xam

ination F
indings

Feb. 
19, 

1976 
1. 

Instalm
ent 

Loan N
ote used 

for d
isclo

su
re of

se cured 
loans as w

ell, but 
does not 

provide 
for 

d
escrip

tio
n

 of secu
rity

 
in

terest 
or 

id
en

tificatio
n

 
of 

secured 
property.

2. 
Funds disbursed on 

rescin
d

ab
le 

tran
sactio

n
s 

before 
rescissio

n
 period had 

expired.

3. 
Instalm

ent passbook 
loans not d

isclo
sed

 as 
instalm

ent 
loans and 

de m
and 

loans w
ith no stated

 
m

aturity date d
isclo

sed
 as 

repayable "on an 
am

ortized b
asis."

4. 
R

epaym
ent 

schedule not disclo
sed

 
for co

n
stru

ctio
n

- 
perm

anent 
loans.

N
um

ber of 
E

xceptions C
ited: 

13 
A

m
ount of A

d
ju

s
tm

e
n

t:N
o

n
e

00

N
o com

m
ent

Jan
. 

22, 
1976 

1. 
C

redit life
 insurance d

isclo
su

re not 
provided

for on instalm
ent 

loan note.
January 5, 

1976
2. 

N
otes undated. 

/

3. 
APR in

co
rrectly

 d
isclo

sed
 ow

ing to 
irreg

u
lar 

first paym
en t 

periods on instalm
ent 

loans.

4. 
U

nacknow
ledged alteratio

n
s 

in body of note.

5. 
APR in

co
rrectly

 d
isclo

sed
 on tim

e 
lo

an
s,esp

ecially
 

w
hen m

inim
um

 F
inance C

harge w
as 

im
posed.

6. 
Incom

plete n
o

tices of R
ight of R

escissio
n

.

N
um

ber of E
xceptions C

ited: 
28 

A
m

ount of A
djustm

ent: 
$62.40



N
am

e of B
ank 

and
D
ate of E

xam
ination

FD
IC C

om
pliance R

eport

C
onnecticut

E
xam

ination
D
ate

C
onnecticut T

ruth in
 L

ending E
xam

ination F
indings

M
arch 

15, 
1976

No com
m
ents

June 
15,1976 

1. 
B
ank m

akes d
isclo

su
re of 

late paym
ent 

and d
efau

lt
charges and prepaym

ent 
conditions 

on the 
reverse 

sid
e of m

ortgage d
isclo

su
res.

2. 
R
epaym

ent 
schedule of 

instalm
ent 

loans 
is d

isclo
sed

 
below

 the place 
for custom

er’s sig
n
atu

re.

3. 
In

su
fficien

t 
d
escrip

tio
n
 of bank’s secu

rity
 
in

teres 
and 

lack of id
en

tificatio
n
 
of secured property on 

rescindable 
tran

sactio
n
s.

4. 
APR underdisclosed 

as 
a 

resu
lt 

of odd 
first paym

ent 
period on instalm

ent 
loans. 

APR underdisclosed, 
esp

ecially
 w

hen 
the m

inim
um

 F
inance C

harge w
as 

im
posed.

N
um

ber of E
xceptions C

ited: 
38 

A
m
ount of A

djustm
ent: 

$200

00to

> 
*

* 
«
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N
a m

e of B
a nk

D
a te of 

E
xa m

ina tion

FD
IC COM

PL IAN CE REPORT

Com
m
ents a nd

N
um

ber of
L oa ns C

ited

CON N ECTICUT TRUTH IN
 L EN DIN G EX AM

IN ATION

D
a te of 

E
xa m

ina tion
N
um

ber of 
L
oa ns C

ited
A
m
ount of 

A
djustm

ent

N
one

8 -4-75
3 3

$  69 .63

N
one

6-27-75
8

3 0.00

N
one

3 -1 7-75
23

3 00.00

APR disc lo
sed

 in
c o

rrec tly
4-8 -76

22
1 1 .1 9

N
one

5-1 5-75
2

N
one

N
one

7-8 -76
22

60.00

N
one

6-23 -76
1 2

N
one

N
one

1 0-7-75
1 5

78.85

N
one

7-21 -76
42

9 0.00

R
ight of 

R
esc ission not

2-4-76
47

N
one

being offered

In
c o

rrec t F
ina nc e C

ha rge,
9 -1 9 -75

1 5
8 1 .9 2

4 
lo a ns

N o com
m
ent

1 1 -3 -75
1 7

225.01

N o com
m
ent

1 -1 3 -76
6

45.26

APR in
c o

rrec t on 
1 

lo a n
1 -6-76

3 4
9 06.28

N
o com

m
ent

1 2-5-75
1 9

3 3 7.3 3

N o com
m
ent

3 -3 -76
1 0

N
one

N o com
m
ent

1 1 -1 9 -75
60

1 48.1 2

N o com
m
ent

7-1 -75
1 7

N
one

00w



FD
IC

 CO
M

PLIA
N

CE REPO
RT

CO
N

N
ECTICU

T TRUTH 
IN

 
LEN

D
IN

G
 

EX
A

M
IN

A
TIO

N

N
am

e 
o

f 
B

ank
D

ate 
of 

E
xam

ination

C
om

m
ents 

and
N

um
ber 

o
f

D
ate 

of
N

um
ber 

of
A

m
oun t 

of
L

oans 
C

ited
E

xam
ination

L
oans 

C
ited

A
djustm

ent

N
o 

com
m

ent
6

-2
-7

6
41

N
one

N
o 

com
m

ent
9

-9-75
IS

$346.41

A
PR 

in
c

o
rre

c
t 

on 
1

lo
an

6-4
-7

6
24

20.00

N
o 

com
m

ent
3-5

-7
6

29
71.27

N
o 

com
m

ent
7-16-76

51
25.00

N
o 

com
m

ent
3

-4
-7

6
10

35.00

N
o 

com
m

ent
12-15-75

32
50.18

R
ig

h
t 

o
f 

R
escissio

n
n

o
t

4
-6

-7
6

71
155.00

p
ro

p
erly

 
o

f fered
-4

 
A

PR
, 

F
in

an
ce 

C
harge

lo
an

s 
c

ite
d

 
and 

R
ig

h
t

4
-7

-7
6

57
160.00

o
f 

R
escissio

n
 

in
c

o
rre

c
t- 

20 
lo

an
s 

c
ite

d
.

w4^

N
o 

com
m

ent

N
o 

com
m

ent

N
o 

com
m

ent

A
PR 

in
c

o
rre

c
t-5

 
lo

an
s 

c
ite

d

N
o 

com
m

ent

N
o 

com
m

ent

N
o 

com
m

ent

In
c

o
rre

ct 
A

PR
-none 

c
ite

d

4-1
2

-7
6

35
120.00

12-23-75
27

30.00

10-28-75
17

N
one

4-2
1

-7
6

33
2 05.00

9
-16-75

33
N

one

3
-11-76

4
N

one

6
-2

-7
5

7
N

one

7
-2-76

13
N

one

4
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N
am
e 
o
f 
B
ank

FD
IC
 
C
O
M
PLIA

N
C
E 
R
EPO

R
T

C
O
N
N
EC
TIC

U
T 
TRU

TH
 
IN
 
LEN

D
IN
G
 
EX
A
M
IN
A
TIO

N

D
ate 

o
f 

E
x
am

in
atio

n
C
om

m
ents 

and
N
um

ber 
o
f 
L
o
an
s 
C
ite

d
D
ate 

o
f 

E
x
am

in
atio

n
N
um

ber 
o
f 

L
o
an
s 
C
ite

d
A
m
ount 

o
f 

A
d
ju
stm

en
t

8-25-76
Im

p
ro
p
er 

R
ig
h
t 
o
f 
R
e
sc
issio

n
5-19-76

16
$ 58.11

WC
i

5-7-76
N
o 
com

m
ent

3-22-76
16

N one



A N N U A L R EPO R T TO  TH E BO A R D  O F G O VER N O R S O F TH E FED ER A L R ESER VE 
SYSTEM CO N CER N IN G  EN FO R CEMEN T BY TH E STA TS O F CO N N ECTICU T O F 
TH E CO N N ECTICU T TR U TH  IN  LEN D IN G  A CT A N D  R EG U LA TIO N S FO R  THE 
PE R IO D  FR OM N O VEMBER  1 , 19 7 h TO  O CTO BER  31 , 19 7 5

C reditors Sub ject to S ta t6  J urisdic tion

B an icin g O rg a n iza tion s

S ta te B an k s an d T rust C om oan ies (1 ) 1*7
P riv a te B an k ers 1
Sa v in g s B an k s (2 ) 67
B uildin g  or Sav in g s a n o L oan  A ssoc ia tion s (3) 11 132

S ta te C ha rtered C redit U n ion s 17 2

S ta te L icen sed C reditors

Sm all L oan  L icen sees 123
Sa les F in a n ce L icen sees 9 7
S a les F in a n ce L icen sees (L im ited) 311

T ota l Sta te C ha rtered an d L icen sed C reditors 6 15

U n licen sed L en ders (E stim a ted) 125

R eta il B usin esses (E stim a ted)

A utom ob ile D ea lers 3,0 0 0
O ther R eta ilers (50 ^  of  a p p rox im a tely  1 1 ,0 0 0 ) 5,5oo 6 ,5oo

T ota l C reditors Sub ject to S ta te J urisdic tion 9 ,2l*o

E x a m in a tion s C on ducted

S ta te C ha rtered B an k in g O rg a n iza tion s 125
S ta te C ha rtered C redit U n ion s 17 2
Sm all L oan  L icen sees 121*
Sa les F in a n ce L icen sees 32
Sa les F in a n ce L icen sees (L im ited) 9 1

. R eta il B usin esses 1 ,2 57
U n licen sed L en ders 5i
A uto D ea lers 260

T ota l E x a m in a tion s 2 ,1 1 2

(1 )  30 L b ra n ches
(2 )  2li8  b ra n ches
(3)  2U  b ra n ches
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3 . E nforcem ent Proced ures Relied  Upon W ith Regard  to Cred itors Not Exam ined

It is believed  th at th e num oer of  cred ito rs who have not been exam ined  or who may 
not be exam ined  is m od est, since an extend ed  ef f o rt is m ad e to reach  all poten tial 
cred ito rs. It is recognized , however, th at th ere are still som e cred ito rs who may 
not be exam ined  and  th e d epartm ent continues to rely upon f ive basic proced ures to 
bring us into contact with  them . The proced ures are:

a) Investigation of  consum er com plaints;

b) E d ucational program s presented  to trad e and  business associations 
and  personnel of  ind ivid ual com panies;

c) Consultations with  business executives and  attorneys;

d) Review of  contracts originated  by retailers wh ile m aking exam inations 
at banks and  sales finance com panies;

e ) Inf orm ation received  from  business com petitors about in d ustry m em bers 
not satisfying T ruth  in L end ing requirem ents.

_J j. Num ber and  Nature o f  V iolations D iscovered  D uring th e Year and  T h eir D isposition

Incorrect T erm inology or D isclosure Form at 69

Incom plete or Inaccurate D isclosures on O th erwise 
Proper D isclosure S tatem ents 1 1 *6

Fai 1 lire to Properly G rant Righ t o f  Rescission $0

T otal V iolations Noted  265

T hese statistics d o not re f lect th e in d ivid ual num ber o f  cases in which a cred itor 
was d ef icient in a particular category, but consid er as one violation all violations 
of  a certain type by a cred ito r.

S h ortly af ter taking o f f ice on M arch 1 , 1 97 5, Bank Com m issioner L awrence Connell, J r 
in stitu ted  a system  of  d ealing with  d isclosure violations which involves th e 
recom m end ation to cred itors th at th ey provid e custom ers with  corrected  d isclosures, 
notices of  righ t of  rescission or m onetary ad justm ents as applicable, in ad d ition to 
correcting th eir proced ures. Cred itors’ acceptance of  th e recom m end ed  proced ures 
and  th eir willingness to voluntarily ad just d isclosure proced ures or form s has 
resulted  in satisfacto ry resolution o f  violations with out th e need  f o r form al action

Cred itor experience und er th e civ il liability section o f  th e act continues to serve 
as an ef f ective enforcem ent to ol, leaving cred itors read ily agreeable to voluntary 
rem ed ial action.

*



T he in creased  n um ber of violation s durin g th is reportin g period  has resulted  
from  a deepen in g of the exam in ation  procedure as exam in ers becom e m ore experien ced.

5. Creditor-an d-Con sum er Prien  ted  E ducation al A ctivitie s

T he G overn or's S tate I n form ation  B ureau, w hich w as established  to provide the 
resid en ts of th is state  w ith a source of in form ation  regard in g state  govern m en t, 
statutory req uirem en ts, an d a place to d irect their con plain ts, is cu rren tly bein g 
revised  to act prim arily as a clearin g house for in q u iries. When  the tran sition  
is  com plete, a ll in com in g calls regardin g con sum er cred it w ill be d irected  to the 
B an kin g D epartm en t for han dlin g. T he Con sum er Cred it D ivision  of the B an kin g 
D epartm en t con tin ues to receive betw een  f if ty  an d seven ty-five ca lls a w eek on  
a d irect basis from  con sum ers an d cred itors. T hese are u tilize d  to further the 
departm en t's ed ucation al e f forts.

T he deman d for form al con sum er an d cred itor education al program s con tin ues to be 
m odest, although the availability  of such program s con tin ues to be em phasized 
w hen ever possible.

L isted  below  are the program s in  w hich departm en t person n el participated :

College Lecture S eries 1
T elevision  Q uestion  an d An sw er Program  1
Presen tation  to Con sum er E ducation  T eachers 3
Presen tation  to Con sum ers' Coun cil 2
Presen tation  to Con sum er Protection  I n tern s 1
Workshop for Sen ior C itizen s 1
Presen tation  to S ervice Club 1

Con sum er E ducation  Presen tation s 10

Cred itor A ssociation s $

T otal 15

In  ad d ition , both Com m ission er Con n ell an d D eputy Com m ission er K ay V . B ergin  
have presen ted  n um erous speeches to cred itor groups w hich, w hile n ot con sidered 
ed ucation al program s in  the str icte st sen se, have d elin eated  th is departm en t's 
role  in  the regulation  of con sum er cred it m atters.

T he Con n ecticut Coordin atin g Coun cil for Con sum er A ffairs, of w hich th is departm en t 
is a m em ber, has established  a cred it coun selin g service w hich has rece n tly com m en ced 
operation . I ts activitie s should prove to be an  excellen t source to further con sum er 
an d cred itor education .

T hrough the office  of D eputy Com m ission er B ergin , a booklet is bein g prepared w hich 
is  design ed to em phasize the righ ts of w omen  in  con sum er cred it tran saction s.
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6. N um ber of Professional Personnel Engaged in T ruth in Lending A ctivity

Full T im e - Consum er Credit D ivision 3

Part T ime - Consum er Credit D ivision ' 6
Credit U nion D ivision $ 1 1

T otal l i t

Although there has been a reassignm ent of a full-tim e T ruth in Lending exam iner 
to duties involving part-tim e T ruth in Lending w ork and the loss of a full-tim e 
staff m em ber, neither the num ber nor the effectiveness of exam inations is expected 
to suffer.

7 . Annual Budget for A dm inistering and Enforcing T ruth in Lending

J uly 1 , 1 9 7 5 - June 30, 1 9 7 6 $1 59 ,089

8. S tate Adoption of R ecent Am endm ents and Interpretations to R egulation Z

Connecticut Public Act N o. 7 5-U 36, w hich am ends the Connecticut T ruth in Lending 
A ct in accordance w ith the B oard's recom m endations, becam e effective June 2 5, 1 9 7 5- 
Copies of this act w ere sent to the Board of G overnors of the Federal R eserve System  
on June 2 6, 1 9 7 5. T he B oard's staff has recently advised this departm ent that the 
act's provisions are sufficient to enable us to continue in our exem pt status. T he 
am endm ents to the Connecticut regulations necessary to bring them  into conform ity 
w ith R egulation Z as am ended are being drafted so that the regulation-m aking process 
may begin as soon as possible.

Yhe prom ulgation of the exem ption procedure and requirem ents under Fair Credit 
B illing is being aw aited w ith the expectation that Connecticut w ill apply for an 
exem ption to conplem ent our existing exem ption under T ruth in Lending.

Section 36-1 9 5-1 1  of the Connecticut T ruth in Lending R egulations provides that 
all Federal R eserve Board o fficial rulings and interpretations of R egulation Z 
constitute o fficial interpretations of the Connecticut regulations as w ell. 
Consequently, no individual adoption of interpretations is necessary.

9 . A ssessm ent of the Extent to W hich Com pliance is Being Achieved U nder State Law

T he exam inations conducted by this departm ent continue to evidence a high degree
of basic com pliance on the part of creditors. T he prim ary source of problem s
am ong creditors rem ains the irregular transactions in w hich som e of the m ore
conplex concepts m ust be applied. T o the extent that the availability of
inform ation concerning credit transactions is a criteria, one w ould have to
assess the T ruth in Lending m ovem ent as successful in Connecticut, although the
public's use of the inform ation required under the law  is certainly less than acceptable

*
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1 0 . Recom m endation 3

It is  our belief that consum er credit protection m atters are best handled on a 
local level. A ccordingly, it is  our intention to m ove tow ard obtaining an 
ex em ption under the Fair C redit B illing A ct when the ex enption criteria are 
published.

We w ould recom m end to the board that it consider delegating enforcem ent authority 
over all consum er credit m atters to local enforcem ent authorities . O f particular 
interest is  Equal C redit O pportunity and Fair credit Practices R egulation. It is  
believed that local control of such m atters w ill res ult in enforcem ent m ore responsive 
to the needs of individual consum ers than w ould be possible under Federal enforcem ent.

w

Novem ber 21 , 1 9 75  Law rence C onnell, Jr.
B ank Com m issioner 
State of C onnecticut

*
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A p p e n d ix  2 — M a in e

J o h n  E . Q u in n  
S U P E R IN TE N D E N T

D E P A R TM E N T O F B U S IN E S S  R E G U L A TIO N  
B U R E A U  O F CO N S U M E R  P R O TE CTIO N  

S TA TE  O FFICE  B U IL D IN G  
A U G U S TA , M A IN E  04333 

(207) 289 -3731

O cto ber 14 , 1976

A

RE CE IVE D
CCi 1 8 1976

a s M S S U

H o no rable B enjam in S. R o senth al, C h airm an 
Co m m erce, Co nsum er and M o netary  

A f f airs Subco m m ittee
C o m m ittee o n G o v ernm ent O peratio ns 
Ray burn Ho use O f f ice B u ild ing 
Ro o m  B 350-A -B
W ash ingto n, D.C . 20515

Dear C o ngressm an R o senth al:

T h ank y o u f o r y o ur let t er o f  Septem ber 29, 1976. X h av e set f o rt h  
m y  respo nses to  co rrespo nd w ith  t h e o rd er o f  y o ur inq u iries o f  t h at  d ate.

1. In m y  o pinio n, t h ere is a d ef inite relatio nsh ip betw een th e 
B ureau's enf o rcem ent po lic y  o f  no n-co m pliance d isclo su re and th e degree o f  
co m pliance ach iev ed  w ith in th e S tate w h ich  h as led  t o  t h e red u ctio n in 
th e num ber o f  exam iners necessary  t o  enf o rce M aine's T ru th -In-Lending 
Law . Fro m  th e beg inning o f  m y  appo intm ent, 1 h av e m ade an ef f o rt  to  
co nv ey  t o  M aine's banking co m m unity  t h e f ac t  t h at  t h e S tate's T ru t h -In- 
Lending enf o rcem ent pro gram  w o uld be altered  su bstantially  d uring m y  
term  as t h e Superintendent o f  t h e B ureau o f  C o nsum er Pro tec tio n.

Specif ically , I inf o rm ed t h e S tate's f inancial inst it u t io ns t h at 
su bstantiv e v io latio ns o f  T ru th -In-Lending w o uld be d isclo sed  to  t h e 
bo rro w ers inv o lv ed  —  inclu d ing  th e d isclo su re o f  t h eir rig h t  to  seek 
c iv il penalties under th e T ru th -In-Lending Law . I also  m ade it  clear 
t h at m y  d ef initio n o f  su bstantiv e v io latio ns w o uld be lim ited  t o  th e 
f ailu re to  pro perly  d isclo se t h e annual percentag e rate and th e f inance 
ch arge; and, ad d itio nally , any  v io latio ns o r tec h nical erro rs repo rted  in 
a prio r exam inatio n w h ich  a bank perm itted  t o  recu r.

W ith  respec t t o  tec h nical co m pliance w ith  T ru th -In-Lend ing, I h av e 
m ade it  clear t h at o ur exam inatio n staf f  w o uld be in th e banks to  assist  
t h eir perso nnel in m aintaining  co m pliance so  lo ng as t h e bank co ntinued 
to  seek co m pliance o n a g o o d - f ait h  basis. I believ e t h at  t h is enf o rcem ent 
po licy  h as do ne a g reat d eal t o  elim inate t h e aura o f  "C atch  22" fro m  
T ru th -In-Lending in M aine.

Fo ur M aso ns fo r M a.

79-84 8 0  -  77 - 10



I f  th e  i n te n t o f  T I L  i s to  p e rm i t consum e rs to  sh op f o r cre di t, th e n  
th e  co rre ct di sclo sure  o f  th e  APR  and th e  FINANCE CHAR GE are  th e  only- 
to o ls th at are  o f  any p arti cular conce rn  to  consum e rs at t h i s  tim e . I  
b e li e v e  i t  w ould b e  an unco n scio nab le  p racti ce  on th e  p art o f  th e  S tate  
to  e xpose  a b ank, o r any cre di to r f o r th at m atte r, to  sub stan ti al 
li a b i li ty f o r an o b v ious e rro r o r a m e re  te ch n ical v i o lati o n  o f  T I L  
w h e n, i n  f act, T IL  i s  p re se n tly so com plicate d a maz e  o f  re g ulati o n s 
and i n te rp re tati o n s th at cre di to rs i n  a rural s tat e , such  as M aine , are  
h ard p re sse d to  f i n d le g al coun se l w h o can  re n de r un e q uiv ocal adv ice  on 
many o f  th e  q ue sti o n s ari si n g  f rom  th e  law . As an o b v ious e xam ple , I  
w ould ci t e  th e  f ai lure  o f  th e  Fe de ral R e se rv e  Board to  p ro v ide  a sim ple  
re f e re n ce  inde x  f o r th e  1108 p ub lic in f o rm atio n  le t t e rs  p ub lish e d to  
date .

I  b e li e v e  our e n f o rce m e n t p o li ci e s h av e  f i n ally p ro v ide d th e  b ank in g  
com m unity w i th  an e asi ly unde rsto od e x p lan atio n  o f  w h at i s  re q ui re d o f  
a b ank unde r T ruth -I n -L e n din g . I n  so do in g , w e  h ave  e lim i n ate d th e  
p ri n ci p le  arg um e nt uti li z e d by many b anks th at th e  law  w as so com plicate d 
and in v olv e d th at i t  w as im p o ssi b le  to  m ain tain  com pliance .

W e h av e  b e e n  usin g  v ari ati o n s o f  t h i s approach  f o r th e  p ast tw o 
ye ars. D urin g  th at tim e , w e  h av e  o b se rv e d a si g n i f i can t i n cre ase  i n  th e  
de g re e  o f  T I L  com pliance  by M ain e 's f i n an ci al i n s t i tu t i o n s. A num be r o f  
b ank in g  o rg an i z ati o n s w h ich  h ad p re v i o usly b e e n  ci te d by our p re de ce sso r, 
th e  Bure au o f  Banks and Bankin g , f o r num e rous re curri n g  v i o lati o n s are  
now  e xam ine d w i th o ut uncov e rin g  a si n g le  sub stan ti v e  v i o lati o n . L arg e r 
b ank in g  syste m s w h ich  may h ave  re q ui re d a tw o-w e e k e xam inatio n  j ust tw o 
ye ars ag o, may now  b e  e xam ine d i n  a f e w  days by one  e xam in e r.

T h is i s  due  sim ply to  th e  f act th at th e  b anks th e m se lv e s h ave  
f i n ally i n sti tute d i n te rn al saf e g uards and re v i e w  p roce dure s to  p re v e n t 
T I L  v i o lati o n s. T h e se  i n te rn al p ro ce dure s could h ave  and sh ould h ave  
b e e n  i n st i tute d ye ars ag o . H ow e ve r, th e  re luctan ce  o f  our S tate 's 
Banking  Bure au, at th at tim e , to  o f f e nd th e  b ank in g  i n dustry o r to  
e xpose  any bank to  ci v i l li ab i li ty le d our f i n an ci al i n st i tut i o n s to  
conclude , re aso n ab ly e noug h , th at th e  S tate 's e xam inatio n  f o r T IL  
com pliance  w as o f  no p arti cular conse q ue nce . T h us, f o r si x  ye ars (f rom  
1969 - 1975) b o th  th e  Bure au o f  Ban k in g 's T ruth -I n -L e ndin g  e xam inatio n  
s taf f  and th e  numbe r o f  re curri n g  T ruth -I n -L e ndin g  v i o lati o n s co n tinue d 
to  g row . T h is typ e  o f  approach  f ai le d to  p ro v ide  any so luti o n  and w as, 
i n  f act, rap idly b e com ing  an e x p e n siv e  addi ti o n  to  th e  pro b le m . T h is
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a t t it u d e  proved cost ly to M a ine t a xp a yers who w ere b eing  req u ired  to 
pa y the w a ges a nd expenses of the five  exa m iners.

T oda y, a s w ell a s for the p a st  ye a r, we ha ve b u t  one fie ld  exa m iner 
who is resp onsib le for exa m ining our fin a n cia l in st it u t ion s a nd other 
m a jor cre d it ors for com p lia nce w ith b oth T IL  a nd M a ine's Consum er Cred it  
Code. The cost  of this exa m iner is now b orne by the b a nks he exa m ines.

S im ply st a t e d , w e ha ve provided  our fin a n cia l in st it u t ion s w ith a  
cost -b en e fit  rea son for m a in t a ining  com p lia nce w ith T I L . T he resu lt in g  
increa se in  the d egree of com p lia nce ha s, in  t u rn , a llow ed  the B urea u 
to red uce it s fie ld  exa m ina tion st a ff.

2 . W e ha ve m a de p u b lic d isclosu re of the fa cts in  the ca ses 
involving  the S a co-B iddeford S a vings I n st it u t ion  a nd the P ep p erell T rust 
Com pa ny. I  ha ve a t t a ched  cop ies of the st a t em en ts re le a sed  b y this 
office  in  connection w ith these ca ses a s w ell a s re leva n t  p ress it em s.

3 . W ith resp ect  to the P ep p erell T ru st Com pany, the st a t em en ts of 
the B urea u re la t in g  to the b a nk 's a t t em p t to u n ila t e ra lly  incre a se the 
in t e re st  ra t e s of 2 3 5 hom e m ortg a gors b rou ght a n im m edia te a nd su b st a n t ia l 
re a ct ion . The b a nk, w ith som e prodding by the A t torney G enera l, a greed
to rescind  the a nnounced increa ses in  the m ortg a ge ra t e s. I  b e lieve tha t  
a n im m edia te solu t ion  to this prob lem  w as essen t ia l in  view  of the 
su b st a n t ia l econom ic im pa ct tha t  the m ortg a ge increa ses w ould ha ve ha d 
upon the com m unity. D uring our in t erview s of 75 of the b orrow ers, it  
b eca m e evid en t tha t  a  num ber of the p eop le w hose in t e re st  ra t e s ha d b een 
increa sed  w ere a t t em p ting  to secure m ortg a ges a t  b a nks other tha n the 
P ep p erell T ru st Com pany a nd w ould, therefore, incur unnecessa ry a nd in 
som e ca ses su b st a n t ia l closing  costs. By seek ing  a n im m edia te rescission  
of the incre a ses, we hoped to a void  the unnecessa ry econom ic b urden 
w hich w ould ha ve occurred .

I  b e lieve it  is sa fe to sa y tha t  a  num ber of M a ine b a nks w hich 
inclu d e a  sim ila r dem a nd cla u se in  the ir m ortg a ges w ill a b st a in  from  this 
typ e of u n ila t e ra l increa se in  the fu t u re u n less the b orrow ers ha ve b een 
fu lly inform ed a t  the tim e of the closin g .

W ith resp ect  to the S a co-B iddeford S a vings I n st it u t ion , our 
d isclosu res to b oth the b orrow ers a nd the p u b lic evid en t ly ha d the e ffect  
of inform ing  in d ivid u a ls in  the com m unity tha t  this p ra ct ice  ha d b een 
ongoing for som e tim e. ha ve recen t ly lea rned  tha t  a  cla ss a ct ion  ha s
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b e e n  fil e d ag ain s t the  Saco -B idde fo rd Sav in g s  I n s titu tio n  o n  the  b as is  o f 
the  fin din g s  is s u e d by the  B ure au .

M o re o v e r, the  pu b lic dis cl o s u re s ,  in  b o th cas e s , hav e  pu t M ain e 's  
fin an cial  in s titu tio n s  o n  n o tice  that v io l atio n s  o f law  o r ab u s iv e  
practice s  co m m itte d by a ban k  w il l  be co m e  m atte rs  o f pu b lic k n o w le dg e  
an d dis cu s s io n  w he n e v e r the y  are  u n co v e re d by the  B u re au .

*
R e s pe ctfu l ly ,

John  E . Quin n  
Su pe rin te n de n t

*

JE Q:cm d 
e n c.
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J O H N E. O UINN 
t .U P tH lN l f.N DtN T

d e p artm e nt o r bu sin e ss r e g u i ation 
BU REAU  O , CO N SU M ER PRO TECTIO N 

STATE O FFICE AN N EX 
AU GU STA. M AIN E 04330 

1 2 07  1 2 09 37 31

I n  R e : S aco an d B iddc fo rd  S av in gs I n stitu tio n

Fin d in gs an d O rd e r

A n  e xam in atio n  o f S aco an d B id d e fo rd  S av in gs I n stitu tio n  (h e re in a fte r 
re fe rre d  to  as S-B ) w as com ple te d  by  the  B ure au e xam in e r on  .Tun e  1 , 1 9 76 . 
O n  Jun e  2 1 , 1 9 76  the  B ure au forw ard e d  n o tic e  o f h e arin g to  S -B . T he  
h e arin gs, he ld  on  July  22n d an d A ugust 3 rd , w e re  he ld  to  d e te rm in e  w he the r 
S-B  had fa ile d  to  p ro p e rly  d isc lo se  th e  fin a n ce  charge  un d e r T ru th -in - 
L e n din g re q uire m e n ts in  34 7 con sum e r lo an s issu e d  by th e  b an k  from  Jun e  1 , 
1 9 75 to  the  d ate  o f e xam in atio n .

T he  h e arin gs w e re  a lso  he ld  to  d e te rm in e  w he the r, in  fa c t, th e  
o ffic ia ls o f S-B  had im pe de d the  B ure au's e xam in atio n  o f th e  b an k 's con 
sum e r lo an  tra n sa ctio n s.

I

T ruth-in -L e n d in g V io la tio n s

T he  B ure au had charge d  th a t th e  ban k  had e n gage d in  th e  p ra c tic e  o f 
d isclo sin g to  th e  con sum e rs o n ly  o n e  m o n th's in te re st n s th e  fin a n c e  charge  
in  the se  34 5 con sum e r "de m an d" lo an s w ritte n  sin c e  Jun e  1 , 1 9 75 . T he  lo an s 
in  q u e stio n  had be e n  w ritte n  p ay ab le  "on  de m an d". S e ctio n  4 o f sub se ctio n  7 
o f B ure au R e gulatio n  #1 , T ruth-in -L e n d in g, re q u ire s th e  d isc lo su re  o f the  
fin an ce  charge  fo r deman d lo an s as if the  lo an  had a six-m o n th m aturity  
u n le ss th e  lo an  is a lte rn a tiv e ly  p ay ab le  upon  a sta te d  m atu rity , in  w hich 
case  th e  ban k  m ust use  the  state d  m aturity  to  com pute  the  fin a n c e  charge .

I n  a ll o f th e se  con sum e r lo a n s, the  ban k  had chose n  to  d isc lo se  o n ly  
on e  m o n th's fin a n ce  charge . I n  1 9 3 lo an s the  m aturity  d ate  w as six-m o n ths 
o r gre ate r. T his ty p e  o f T ruth-in -L e n d in g v io latio n  had be e n  un co v e re d  by 
S tate  e xam in e rs at S-B  in  b oth the  1 9 70 an d 1 9 72 e xam in atio n s. B an k  o ffic ia ls 
had be e n  p ut on  n o tice  o f th is p ra ctic e  upon  re c e ip t o f the  B ure au o f B an k s 
an d B an k in g e xam in atio n  re p o rts fo r 1 9 70 an d 1 9 72.

I t ap p e ars C hat S-B  had d isco n tin u e d  th is p ra c tic e  fo llo w in g the  1 9 72 
e xam in atio n . How e v e r, the  ban k  had re n e w e d th e  p ra ctic e  in  e sse n tia lly  a ll

* 1 1 ■ ft?

Tour jeos ons  forM o.
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o f  i ts  co nsum er lo an  tran sacti o n s o ccu ri n g af te r Jan u ary  1 , 1 975. It i s 
bey o nd di spu te , based upo n th e ex h i b i ts and th e testim o n y  o f  M r. W illiam  
D eans, V i ce-P residen t o f  th e S aco  and B iddef o rd S av ings In sti tu ti o n , th at 
th e practi c e  o f  di sc lo si n g o n ly  o n e-m o n th 's f i n an ce ch arge o n co nsum er 
dem and lo an s was kno wn by  bank o f f i c i als  to  be. pro h ibi ted under M ain e's 
T ru th -in -L en din g laws.

It i s  also  c lear th at th e bank had f ai le d to  i n s ti tu te  i n te rn al saf e 
guards to  eli m i n ate th i s pro h ibi ted practi c e  as c i ted i n  th e 1 970  and 1 972  
ex am in ati o n s. T he bank th ro u gh  i ts  le gal co u n sel h as ch o sen  n o t to  o f f e r 
any  le gal o r f actu al argum ent to  th e B u reau 's ch arges o th e r th an  M r. D ean 's 
testim o n y  th at h e and h i s staf f  were u n able to  u n derstan d ho w o r why  th e 
prac ti c e  o f  di sc lo si n g o n ly  o ne m o nth ’ s f i n an ce ch arge had been re i n stated 
i n  1 975.

T he B ureau was in f o rm ed at the. h eari n g th at su bseq u en t to  n o ti f i c ati o n  
by  th e B ureau o f  th ese  alleged v i o lati o n s, S -B  had f o rwarded co rrected 
di sc lo su re  statem en ts to  th e 34 5 bo rro w ers. A ddi ti o n ally , th e bank f ai led 
to  di sc lo se  th e an n u al percen tage rate  i n  two  co nsum er lo an s. T h e bank did 
n o t c o n test th e B u reau 's alle gati o n  th at th ese  two  lo an s were i n  v i o lati o n  
o f  th e S tate 's T ru th -in -L en di n g law. (S ee la and lc  i n  th e repo rt o f  
ex am in ati o n .)

A ttem pt to  Im pede th e B u reau 's In v e sti gati o n

D uring th e co u rse o f  th e B u reau 's ex am inati o n  o f  th e rec o rds o f  th e 
S aco  and B iddef o rd S av ings In sti tu ti o n , th e B ureau exam iner pro ceeded to  m ake 
co pies o f  th e n o te and di sc lo su re  statem en t f o r th o se dem and lo an s wh ich  
appeared to  be i n  v i o lati o n  o f  th e T ru th -i n -L en di n g di sc lo su re  req u i rem en ts. 
D uring th i s  pro cess th e exam iner engaged i n  a di scu ssi o n  w ith  M r. W illiam  
D eans co n cern ing th e n atu re o f  th e alleged v i o lati o n s. S h o rtly  th e re af te r,
M r. D eans retu rn ed w ith  h i s legal co u n sel. T h e ban k 's legal co u n sel preceded 
to  in f o rm  th e B ureau exam iner th at h e wo uld n o t be. allo w ed to  m ake any  f u rth e r 
co pies o f  any  bank do cum ents.

T he B ureau exam iner pro ceeded to  rev iew  th e ban k 's reco rds and to  c i te  
th e rem ainder o f  th e 34 7 alleged v i o lati o n s. N e i th er M r. D eans n o r th e legal 
co u n sel f o r th e bank attem pted to  re s tri c t th e i n f o rm ati o n  gath ered by  th e 
ex am in er.

At th e h eari n g M r. D eans te sti f i e d th at h e had been  co ncern ed th at 
re lease  o f  th ese do cum ents m igh t jcnpo rdin c. th e c o n f i de n ti al n atu re  o f  th e 
m aterial co n tain ed th e re i n . M r. D eans adm itted u nder ex am in ati o n , h o wever, 
th at th e v ery  i n f o rm ati o n  wh ich  lie so ugh t to  pro te c t m ay  h ave been f reely  
co pied f ro m  th e do cum ents by  th e exam in er.
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C o unsel fo r the bank bad adv ised M r. D eans that co pies o f the m aterial 
sho u ld n o t be allo w ed o u tside the bank w itho u t a subpo ena. C o unsel did n o t, 
ho w ev er, seek to  lim it the ty pe o f in fo rm atio n  w hich m ight be co pied fro m  the 
do cum ents them selv es by the B ureau ex am in er.

A s an in te g ral part o f the ex am inatio n  re p o rt, the ex am iner w as u nable 
to  pro duce co pies o f the o rig in al do cum ents w hich w ere the su bject o f the 
in v e stig atio n . C o pies o f the do cum ents w ere subpo ened to  the hearin g  by 
the B ureau and hav e been m ade a part o f the reco rd. B y agreem ent o f the 
p artie s, these do cum ents w ill rem ain under seal u n til released by C o urt o rder 
T he reco rds w ill rem ain av ailable  to  the B ureau staff in  the ir in te rn al 
delibe ratio n s upo n this case.

T his m atter is o f p articu lar co ncern to  the B ureau in  v iew  o f the fact 
that if this p ractice w ere allo w ed to  co n tin u e, it w o uld be p o ssible fo r an 
u n scru pu lo u s credito r to  alte r such do cum ents in  an attem pt to  av o id 
pro secu tio n  fo r v io latio n  o f o u r co nsum er credit statu te s. C redito rs are 
w ell aw are o f the fact that it w o uld be difficu lt, if n o t im p o ssible, to  
reco v er these do cum ents in  the ir o rig in al fo rm  fro m  a search o f co n sum er's 
reco rds. T hus, the o n ly  do cum ents av ailable  to  a co u rt m ight be the altered 
do cum ents in  the p o ssessio n  o f the cre dito r.

In  the ev ent that the S aco  and B iddefo rd S av in g s In stitu tio n  is 
u n w illin g  to  en ter in to  an A ssurance o f D isco ntin uance w ith the B ureau 
w ithin  the n ex t 30 days, I shall reco m m end to  the A tto rn ey  G en eral that an 
In ju n ctiv e actio n  be in itiate d ag ain st the S aco  and B iddefo rd S av ings 
In stitu tio n  to  prev ent a reo c.curence o f this p ractice.

A cco rdin g ly , it is o rdered that the 34 7  lo an  tran sactio n s cited in 
sectio n s 1  and 3-C  o f the B u reau 's rep o rt o f ex am inatio n , dated J une 1 , 1 9 7 6  
are hereby  declared to  hav e been in  v io latio n  o f M ain e's T ru th-in -L en din g  
law  due to  the ban k's failu re  o r re fu sal to  p ro perly  disclo se  the finance 
charg e to  co nsum ers o n these lo an  tran sactio n s. It is fu rthe r o rdered that 
the B ureau staff n o tify  the 34 7  bo rro w ers o f these fin din g s and o f the ir 
rig ht to  pu rsu e ce rtain  civ il p e n altie s arisin g  fro m  such v io latio n s o f 
law .

A ugust 20, 1 9 7 6
•Jo hn E. Q uinn 
S u perin ten den t
B ureau o f C o nsum er P ro tectio n
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M A IN E
T r u th  in  L en d in g  Com plia n ce Repor t 

to T H E
Com m erce, Con su m er  a n d  M on eta ry A ffa irs Su bcom m ittee 

Septem ber  15, 1976

ST A T E  - OF - M A IN E

Rep ort Of T ru th  In L ending E xam ination s  
A nd F in d ings  R elatin g T o B anks A nd Sav ings  
& L oan A s s o ciatio n s  F or T h e Perio d  B eginn ing
N ovem ber 1, 1975 T h ru A ugus t 31, 1976. *

LE GE N D:

"LOA N S - RE VIE WE D"

R. E ........................................................................ Real E s ta te L oans
IN ST ........................................................................ In s tallm en t L oans (Inclu d es  Dealer Pap er)
T  & D...................................................................... T im e & Dem and L oans

"VIOLA T ION S"

1 ...................V io la tio n s  In T ran s actio n s  S ubject T o R igh t Of R es cis s io n.

2 .................... Incom p lete D is clo s u re S tatem en ts .

3 .................... In co rrect D is clo s u re S tatem en t F orm s.

4 ...................F a i lu re T o Prov id e Cus tom ers  W ith  A  D is clo s u re S tatem en t.

5 ...................F a ilu re T o M ain tain  D is clo s u re Record s.

6 ....................Incom p lete D is clo s u res  - Open E nd C red i t.

7 ...................Refund M eth od In co n s i s ten t W ith  T h at D is clo s ed.

8 ...................D is clo s u res  In co n s i s ten t W ith  T h e Pro v is io n s  Of T h e N o tes.

9 ....................In co rrect D is clo s u re Of T h e A nnual Percen tage Rate.

10 ....................F a i lu re T o Prov ide Cus tom er W ith  D is clo s u re B efore Consum m ation Of T h e
T ran s actio n .

a
11 .................... In co rrect D is clo s u re S tatem en ts  (O th er T h an A nnual Percen tage R ate).
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I
D o w n  E a sT er’s

PO CKET■ i1 I

(CRE D iT
i S

D O WN  EA S TER ’S
PO C K ET C R ED IT G U ID E

D ow n Easters have a reputa 
tion of being good “horse- 
traders,” yet w hen it comes to 
credit, they spend millions of 
d o lla rs  ea ch  y ea r in u n 
necessa ry interest cha rges. 
Their “horse-sense” has been 
“buffaloed” by the complexities 
of credit. This w allet size guide 
is designed to put you back 
behind the reins. B y using it, you 
w on’t apply  for credit w ith your 
hat in your hand, you’ll b argain 
for credit w ith an eye tow ard 
saving money.

S tate of M aine 
B ureau of
C onsumer P rotection 
A ugusta, M aine 04 330 
Tel: 289-3731

S H O PPIN G  F O R  C R ED IT
Imagine that you need to bor

row  $4 000 for a new  car. If 
financed through a ca r dea l
er, you could pay as much as 
13% . B ut the same amount could 
probably be obtained through a 
bank or credit union at, say, 
10% .

B y using one of the charts pro
vided.

C ompare:  13% , for 3 years, vs. 
10% . The follow ing w as taken 
from Table I pages 11 and 14.

Amou nt
Financed

1 Y E A R 2 Y E A R S 3 Y E A R S 4 Y E A R S
To*

Ptynw R O r*
Monr-w
■'4-

'0*

CfW M

4,000 I 3 5 7J 287 I 190 1 5 64 I 135  85 2 107 1,15 1

4.000 | 35 2 1220 | 185 1 4 M | 129| 647 | 101 | 870

$852 vs. $647; 
means a savings of $205

L et’s say you need to borrow  
$10,000 for a mobile home. C om
pare the total finance charge at 
13% , for 10 years, vs. 12%  (U se 
the second set of tables, w hich 
have been designed for longer 
term  loans.)

$7918 vs. $7218: 
means a savings of $700 

B efore signing the “dotted- 
line,” call several lenders to find 
out about their A nnual P ercen
tage R ate. Then use this G uide 
to compare the costs. Y ou’ll 
notice that the low er the A nnual 
P ercentage R ate, the low er the 
total F inance C harge, and the 
low er the monthly paym ents. 
Y ou’ll be able to make an unhur
ried decision at home, aw ay 
from the* busy loan officer, or 
salesperson.
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C R E DIT  SH O P P IN G  T IP S
$ P ut some pressure on the 

lender. M any lenders think that 
consumers are only interested in 
how  much the monthly pay
m ents are. Let them  know  
you’re a C redit S hopper. Your 
first question should be, “W hat’s 
the A nnual P ercentage R ate? ” 
T hose w ho nev er ask usually end 
up paying the long dollar.

$ Look for “simple interest” 
loans. You’ll pay no more nor 
less than you should. A nd if you 
make some payments ahead of 
schedule, you can reduce the 
total finance charge.

$ E xplore all sources of credit. 
Loans secured by the cash sur- 
ren d er v alu e o f i n - 
surance policies, and loans 
secured by sav ings or share ac
counts are usually the cheapest.

Insurance policy loans can be 
obtained from your insurance 
company; call your agent.

$ M ost B ank C redit C ards carry 
the maximum A nnual P ercen
tage R ate the law  allow s, 18% . 
A dditionally, B anks get a com 
mission from m erchants on all 
goods and serv ices purchased 
w ith their cards. T his extra 
charge, usually 2 -5% , is, of 
course, passed on to the con
sumer. You’ll need to do some 
shopping to find one, but a few  
M aine B anks offer cards at 12 % .

$ Dealer reserv e: M obile-home 
and car-dealers usually get a 
certain  p ercen tag e of the 
Finance C harge on contracts 
they arran g e. T his “ com 
m ission” is called a Dealer

R eserv e. You can av oid paying 
such com m issions by going 
directly to a B ank, C redit U nion, 
or Finance C ompany to arrange 
for your ow n financing.

$ T he low er the A nnual P ercen
tage R ate, the more you can af
ford to buy on credit. A  $2 000 
loan for 3 years at 2 0%  costs $74 
per month. B ut for the sam e 
payment and length of time, you 
can borrow  $2 300 at 10% ; that’s 
$300 more! A $10,000 loan for 15 
years at 14%  costs $133 per 
month. B ut, for the sam e pay
ment and length of time, you can 
borrow  $11,100 at 12 % ; that’s 
$1100 m ore! C redit Shopping m ight 
m ea n tha t you ca n a fford those little 
ex tr a s tha t seem ed just out of rea ch 
before.”

$ M any lenders offer package 
deals such as, “free” gifts if you 
take out a loan, low er rates in re
turn for opening a checking or 
sav ings account, or “free” life 
insurance. A w ise credit shopper 
looks at the total cost. H ow  much 
is the “free” gift w orth, are the 
checking and sav ings accounts 
competitiv e, is the life insurance 
really free?
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IN DE X  TO  TA B L E S

Table I
us e for auto loans , furniture & 

appliance loans  etc.

Table II
us e for m obile hom e loans , 

hom e im provem ent loans  etc.

Table III

us e for m ortgages
Notes:

1 . A ll f igures  have been 
rounded to the neares t dollar.

2. A m ounts  w ithin the s am e 
colum n m ay be added together 
to find paym ents  and finance 
charges  for loan am ounts  not 
lis ted.

T able I
8%  A nnual Percentage R ate
1 Y E A R 2 Y E A R S 3 Y E A R S 4  Y E A R S

Financed Monthly
Tow

Finance Monthly Finance Montt*
TO W

Monthly
Tow

pa»ment Charge Payment ◦wv* p'l™ " O wga Payment Charoe
S 100 9 4 5 9 3 13 2 22

500 44 22 21 43 16 64 12 86
1,000 87 44 45 86 31 128 24 172
1,500 130 66 68 128 47 192 37 258
2,000 174 88 90 171 63 256 49 344
2,500 217 n o 113 214 78 321 61 430
3,000 261 132 136 257 94 384 73 516
3,500 304 154 158 299 110 448 85 602
4,000 348 176 181 342 125 513 98 688
4,500 391 197 204 385 141 577 110 773
5,000 435 219 226 427 157 640 122 859
5,500 478 241 249 470 172 705 134 945
6,000 522 263 271 l_513 188 769 146 1,031

8'/2%  A nnual Percentage R ate
1 Y E A R 2 Y E A R S 3 Y E A R S 4  Y E A R S

Financed Monthly
ToW

Monthly
Total

Finance Monthly
ToW

'•nance
ToW

PAvmonl Charge Payment Char oo PWn.nl Charge
$  100 9 5 5 9 3 14 2 19

500 44 23 23 46 16 68 12 92
1,000 87 47 45 91 137 25 183
1,500 131 70 68 « » 205 37 275
2,000 174 93 91 182 63 273 49 366
2,500 218 117 114 227 79 341 62 458
3,000 262 140 136 273 95 410 74 550
3.500 305 163 159 318 110 478 86 641
4,000 349 187 182 364 126 546 99 733
4,500 392 210 205 409 142 614 111 824
5,000 436 233 227 455 158 682 123 916
5,500 480 257 250 500 174 751 136 1,007
6,000 523 280 273 546 189 819 148 1,099

T able I
9 7, A nnual Percentage R ate

A m ount
Fm ancx)

, Y E A R 2 Y E A R S 3 Y E A R S 4  Y E A R S

Monthly
Payment

TOW
Fmance
Chav

M0KW,
Payment

ToW
Fwenca
Charge

Monthty
Payment

ToW
Fetance
Charge

Monthly
Payment

Tew

» 166 9 5 10 3 14 2 20
S66 44 25 23 48 16 72 12 98

1,006 87 50 4( 97 32 145 25 195
1,506 131 74 69 145 48 217 37 292
2,060 175 99 91 193 64 290 50 389
2,506 219 124 114 241 80 362 62 487
3,060 262 148 137 289 95 434 75 584
3,500 306 173 160 338 111 507 87 681
4,000 350 198 183 386 127 579 100 778
4,500 394 222 206 434 143 652 112 876
5,000 437 247 228 482 159 724 124 973
5,500 481 272 251 530 175 796 137 1,070
6,000 525 297 274 579 191 869 149 1,167

9l/2%  A nnual Percentage R ate
A mount
Financed

1 Y E A R 2 Y E A R S 3 Y E A R S 4  Y E A R S

Monthly
TO W

Monthly
ToW

Finance Montt*
TOO

Charge Payment Charge Pwmw« Charge Payment CIW 5.

t  100 9 5 5 10 3 16 3 21
500 44 26 23 51 16 77 13 103

1,000 88 52 46 102 32 153 25 206
1.500 132 78 69 153 48 230 38 309
2,600 175 104 92 204 64 307 50 412

2,500 219 131 115 255 80 383 63 515
3,600 263 157 138 306 96 4 6 0 75 618
3,500 307 183 161 357 112 536 88 721
4.000 351 209 184 408 128 613 101 834
4,560 395 235 207 459 144 689 113 927
5,166 438 261 230 510 160 766 126 1,030
5,566 482 287 253 560 176 843 138 1 133
6,666 526 313 275 612 192 919 151 1.236

1 0*> A nnual Percentage R ate
Am ount
Financed

1 Y E A R 2 Y E A R S 3 Y E A R S 4  Y E A R S

Mnnr*,
Peemem

M em*
TO W

Charge
MO MWI

TO W
Finance
Charge

Mwm*
Charge

* 166 9 6 5 11 3 16 3 22
300 44 28 23 54 16 81 13 109

1.000 X X 55 46 108 32 162 25 218
1.500 132 83 69 161 48 243 X 326
2.000 176 110 92 215 65 323 51 435
2.500 220 137 115 269 81 404 63 544
3.000 264 165 138 323 97 485 76 652
3.500 3<W 193 162 376 113 566 89 761
4.000 352 220 185 430 129 647 101 870
4.500 396 248 208 484 145 728 114 979
5.000 440 275 231 538 161 808 127 1.087
5.500 4X 4 302 254 591 177 889 140 1.196
6.000 528 330 277 645 194 970 152 1.306

10 2% A n n u a l P e rc e n ta g e R a te

Am ount
F inanced

1 Y E A R 2 Y E A R S 3 Y E A R S 4  Y E A R S

F a«nca ■ M W
**•’* ’ Chrg» Pw-tam Charge Paemam Charge Charge

t 166 9 6 5 11 3 17 3 23
500 44 29 23 57 16 85 13 115

1.000 88 58 46 113 33 170 26 229
1.500 132 88 70 170 49 260 39 350
2.000 176 116 93 226 65 340 51 229
2.500 221 146 116 284 82 434 64 584
3.000 264 173 139 339 98 510 77 687
3.500 309 204 162 398 114 608 90 818
4.000 353 231 166 452 IX 680 102 916
4.500 397 263 208 511 146 781 116 1.061
5.000 441 289 232 565 163 851 128 1.145
5,500 485 321 255 625 179 955 141 1.285
6,666 529 347 278 678 195 1,021 154 1.374
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T a ble I
llr ', A nnu al Percentage R ate

1 Y E A R 2 Y E A R S .1 Y E A R S 4  Y E A R S

F m ncM M one*,
O rr

M o« *e ,
Po*"wn»

lib
F«0RC0
O*W

hfcvr-A
’>H'"’e«*

T ew
F«W«C» I X

T eW

Owoe

S I M 9 6 5 12 3 18 3 34
500 44 30 23 59 16 8 9 13 121

i.w e 88 S I 47 119 33 179 26 341
1.500 1X 3 91 70 178 49 268 39 361

177 121 93 237 65 357 52 48 2

2 4 0 0 221 152 117 296 8 2 447 65 602
X M 265 18 2 140 356 98 536 78 722
X SOO 309 212 163 415 115 625 90 8 42
4.000 a s 4 242 18 6 475 131 715 103 963
4.500 398 271 210 534 147 8 04 116 1.08 3

442 303 233 593 164 8 93 129 1.200
48 6 333 256 652 18 0 98 3 142 1.334
s on 363 28 0 712 196 1 .072 155 [1,444

1 1 1 ?r r A nnu al Percentage R ate
1 Y E A R 2 Y E A R S 3  Y E  A R S 4  Y E A R S

fm ance d
t<jW

M rv -̂5 tJ X , ToW
F-\nr*

C»*W P Owgo Charge i.M rgo

8  100 9 6 5 13 3 19 3 25
5M 44 32 23 62 16 94 13 126

1.8 M 8 9 63 47 124 33 18 7 26 252

1.500 133 97 70 18 8 50 28 2 39 378

177 127 94 249 66 375 52 504

2.500 222 161 117 314 8 3 470 65 632

X 000 266 190 141 373 99 561 78 757

x s o o 310 225 164 440 116 658 91 8 8 5

4,000 354 254 18 7 497 132 749 101 1.006
4.500 399 290 211 565 149 8 46 117 1,138
5,000 442 317 234 621 165 936 130 1.28 2
S .5M 48 8 354 258 691 18 2 1.034 144 1.390

X OOO 532 38 0 28 1 745 198 1.123 157 1.514

T a ble I
1 2 %  A nnu al Percentage R ate

Am o unt
Finance d

1 Y E A R 2 Y E A R S 3 Y E A R S 4  Y E A R S

£ 3 M on**
o» e»

M oot**.
Plym ed

tow
hnanco
tftarw £ 3

tow

Charge

s m o 9 7 5 5 3 20 3 27
500 44 33 24 65 17 98 13 132

1.000 8 9 66 47 130 33 196 26 264
1.500 133 99 71 195 50 294 40 396
2,000 178 132 94 260 66 391 53 528

2.500 222 166 118 325 8 3 48 9 66 68 0
3.000 267 199 141 390 100 58 7 79 792
3.500 311 232 165 454 116 68 5 92 924
4.000 355 265 18 8 519 133 78 3 105 1.066
4,500 400 298 212 58 4 149 8 8 1 119 1 J8 8

5,000 444 331 235 649 166 979 132 1,320
5,500 48 9 364 259 714 18 3 1 ,0 76 145 1,452
6.000 533 397 28 2 779 199 1,174 158 1,58 4

1 2 * 2 %  A nnu al Percentage R ate
1 Y E A R 2 Y E A R S 3  Y E A R S 4  Y E A R S

Finance d M on’h'v
T OW

Moor***
T oW

France
Charge Pev-̂ en, Charge Pav"*"t Charge

J 100 9 7 5 14 3 21 3 28
500 45 35 24 68 17 102 13 138

1,000 8 9 69 47 135 33 205 27 276
1,500 134 104 71 206 50 309 40 415
2.000 178 138 95 271 67 409 53 552

2.500 223 173 119 344 8 4 515 67 6B2
3.000 267 207 142 406 100 613 8 0 8 38
3.500 312 242 166 4 8 2 117 721 93 967
4.000 356 276 18 9 542 134 8 18 106 1,103
4,500 401 311 213 619 151 927 120 1,346

5.000 445 345 237 677 167 1 .0 2 2 133 1,379
5.500 490 38 1 261 757 18 4 1 ,133 146 1,522
6,000 5X 5 414 28 4 8 12 201 1 ^ 2 6 150 1,655

T a ble!
13%  A nnu a l Perc en ta g e ia te

1 Y E A R 2 Y E A R S 3  Y E A R S 4  Y E A R S

Finance d earn T ew
■M W

te w TeW TeW

PwnwrX Oww Charge Pe rm * Owge Parwer Charge

«  100 9 7 5 14 3 21 3 29
s ee 45 36 24 71 17 107 13 144

l.o o o 8 9 72 48 141 34 213 27 28 8
ijo o 134 109 71 214 51 320 40 437
z ,tee 179 144 95 28 3. 67 42 6 54 576
x s o o 224 18 2 119 356 8 4 533 67 728
x o o o 268 216 143 423 101 639 8 0 8 64
x s o o 313 255 167 499 118 746 94 1.019
4.000 357 28 7 190 564 135 8 52 107 1.151
4jS « 402 327 214 641 152 959 121 1,310
5,000 447 359 238 705 168 1 .0 6 5 134 1.439
5400 492 400 262 7X 1 18 5 1.173 148 1.602
0,000 536 431 28 5 8 46 202 1 278 161 1,727

1 3 * 2 %  A n n u a l P erc en ta g e R a te

1 Y E A R 2 Y E A R S 3  Y E A R S 4  Y E A R S

F ra nco) M onT -v M onee, M onrte, M onee,
P>eM « Oe rge Per’*'- Owge Pa r̂ * Charge Payngnl Charge

t 100 9 8 5 15 3 22 3 30
s ee 45 38 24 73 17 111 14 150

1.000 90 75 48 147 34 222 27 300
1.500 134 113 72 221 51 336 41 451
7.000 179 149 96 293 68 444 54 600

x s o o 224 18 8 120 36 8 8 5 560 ,6 8 752
x o o o 269 224 143 440 102 665 8 1 8 98
X SOO 314 263 167 515 119 78 4 96 1.063
4.000 358 299 191 58 7 136 8 8 7 108 1 1 99
4,500 403 338 215 662 153 1 ,00 8 122 1,354

x o o o 448 S 73 239 733 170 1.108 135 1.499
x s eo 493 414 263 8 10 18 7 1.232 149 1,654
6,000 537 448 28 7 8 8 0 204 1,330 18 2 1,798

T a ble!
1 4 r; A nnu al Percentage R ate

1 Y E A R 2 Y E A R S 3  Y E A R S 4  Y E A R S

Finance d M onftwy
T (M

M orere,
T oW
Fewco IM W M ewar

Peyrrwm Chergo Partner* Owge Parnwe Ch ergo Payment Charge

$ 100 9 8 5 15 3 23 3 32
500 45 39 24 76 17 115 14 156

1.000 90 77 48 152 34 230 27 312
1.500 135 116 72 232 51 347 41 473
2.000 18 0 155 96 305 68 461 55 631

2.500 225 194 120 38 6 8 6 578 8 B 78 8
3.000 269 232 144 457 103 691 8 2 935
3.500 314 272 168 540 120 8 09 96 1,103
4.000 359 310 192 609 137 922 109 1.347
4.500 404 349 216 68 5 154 1,040 123 1,418

5.000 449 38 7 240 762 171 1 ,152 137 1.539
5.500 494 427 265 8 49 18 8 1,272 151 1,734
6.000 539 465 28 8 914 205 1 ,3 8 3 164 1,8 70

141 2 %  A n n u a l P erc en ta g e R a te

1 Y E A R 2 Y E A R S 3  Y E A R S 4  Y E A R S

Finance d M ono., fJ
T ” x M orthly

TOW
Finance M onrte, IM W

TOW
Feiance

Ch ergo Payrnent Charge Charge “er'wr* Charge

s  io o 9 8 5 16 3 24 3 32
500 45 40 24 79 17 120 14 162

1.000 90 8 0 48 158 34 239 28 XA
1.500 135 122 72 239 52 363 41 48 7
2.000 18 0 161 97 316 69 479 55 648

2.500 225 203 121 398 8 6 605 69 8 12
3.000 270 241 145 474 103 718 8 3 972
3.500 315 28 4 169 557 121 8 47 97 1,137
1.000 360 321 193 632 138 957 110 1.295
1.500 405 353 217 716 155 1,0 8 9 134 J ,462

5.000 450 401 241 790 172 1.196 138 1,619
5.500 496 447 266 8 76 190 1,331 152 1.78 6
0,000 540 48 2 290 948 207 1 .4 3 5 165 1,943
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T able I
15%  A n n u a l P er c en ta g e R a te

1 Y E A R 2  Y E A R S 3 Y E A R S 4 Y E A R S

Fin an ced MotWa
• 4. *

TOW
(«nence
Charge

* 3 X *
cn »9o

■TOW
‘lOOXI

t 1M 9 8 5 16 3 25 3 34
500 45 42 24 82 17 124 14 168

1,000 90 83 49 164 35 248 28 336
1.500 135 125 73 246 52 374 42 SOS
2,000 181 166 97 328 69 496 56 672
2,500 226 209 125 41 0 87 623 70 848
3,000 271 249 145 491 104 744 84 1,008
3,500 316 293 170 574 121 872 98 1,187
4,000 361 332 194 S55 139 992 111- 1,344
4,500 406 376 218 738 156 1,121 126 1,526
5,000 451 416 242 819 173 1,240 139 1,680
5.500 497 460 267 902 191 1,371 153 1.865
4,000 542 499 291 962 208 1,488 167 2,016

1 5 *2 %  A n n u a l P er c en ta g e R a te

I Y E A R 2  Y E A R S 3 Y E A R S 4 Y E A R S

Fin an ced W X*A
T OW

Ananca Mon T A Ananca
T oW

P»Y"WCTf O w r Ourpe Charge Oaro e

» 100 9 9 5 17 4 26 3 35
500 45 43 24 85 17 129 14 174

1.000 91 86 49 170 35 257 28 348
1.500 136 129 73 257 53 390 42 523
2,000 181 172 97 339 70 514 56 096
2,500 226 215 122 428 88 650 70 872
3.000 271 258 146 508 105 771 84 1.044
3,500 317 301 171 599 123 91 0 98 1.221
4,000 362 344 195 678 140 1.027 112 1.392
4,500 407 387 230 770 158 1 ,1 70 ,126 1,570
5,000 452 430 244 847 175 1.284 140 1.741
5.SM 498 473 268 942 193 1,430 155 1.918
6,000 543 516 292 1 ,016 209 1 ,5 41 _ 167 2,088

T able I
16%  A n n u a l P er c en t a g e R a te

A m oun t
Fin an ced

1 Y E A R 2  Y E A R S 3 Y E A R S 4 Y E A R S

Mor»tA
Parw m

TaW
Ananca
Owg e

Mo rTA
T aw

Owe*
Mon T A
Prm e'*

Ananca
Ow w

MomMy
Ow w

5 100 9 9 5 18 4 27 3 X
500 45 44 24 88 18 133 14 181

1,000 91 89 49 175 35 266 28 361
1.500 136 134 74 264 53 401 43 545
2,000 181 178 98 35 0 70 532 57 721
2.500 227 224 123 + 40 88 668 71 906
3,000 272 266 147 525 105 797 85 t.O Bl
3,500 318 314 172 61 6 123 935 99 1,271
4.000 363 355 196 701 141 1,063 113 1.442
4,500 409 403 221 792 158 1 ,2 02 128 1.634
5,000 454 444 245 876 176 1.328 142 1.802
5,500 499 493 270 968 194 1 ,470 156 1.997
6,000 544 532 294 1,051 l21£ 1,594 170 2.162

1 6V 2 %  A n n u a l P er c en ta g e R a te

1 Y E A R 2  Y E A R S 3 Y E A R S 4 Y E A R S

Fin an ced T OW
Mo-iT A

T OW
Mo rTtA

T ow
Month*,

T 0W
Anance

P *''**"' Ow oo Payn e or Charge PlVtnem Charge Payment Charge
* 100 9 9 5 18 4 27 3 37

500 46 46 25 90 18 137 14 IX
1,000 91 92 49 181 35 274 29 373
1.500 137 138 74 271 53 412 43 W 3
2,000 182 184 98 362 71 549 57 746
2,500 228 230 123 452 89 686 72 932
3,000 273 276 148 542 106 823 86 1,118
3,500 319 322 172 633 124 960 100 1,306
4,000 364 368 197 723 142 1.098 114 1,491
4,500 410 414 221 814 159 1 ^ 35 129 1,678
5,000 455 460 246 904 177 1,372 143 1.864
5.500 501 506 271 994 195 1,509 157 2.050
6.000 546 552 295 1,085 212 1,646 172 2,237

T able!

*

1 7 %  A n n u a l P er c en ta g e R a te

A m oun t
fin an ced

1 Y E A R 2  Y E A R S 3 Y E A R S 4 Y E A R S

Mor«4A u— n
T aw

W x*A MaXA
T aW

p »r’W * Ow w Per-w r» Ow w Ow w

«  188 9 10 5 19 4 29 3 39
580 46 47 25 94 18 142 14 193

1,888 91 95 49 187 36 284 29 385
1,588 137 143 74 282 54 428 43 581
2,888 182 189 99 373 71 567 58 771
2,580 228 239 124 470 89 713 72 968
3,888 274 283 148 560 107 851 87 1,155
3,50® 320 335 173 658 125 998 101 1.355
4,888 365 378 198 746 143 1,134 115 1.541
4,588 411 430 223 846 161 1,283 130 1,742
5,000 456 472 247 933 178 1 ,418 144 1.925
5.508 502 526 272 1.034 196 1,509 159 2. IX
8,888 547 567 297 1,120 214 1,701 173 2,311

►
1 7 V z %  A n n u a l P er c en ta g e R a te

A m oun t
Fin an ced

1 Y E A R 2  Y E A R S 3 Y E  A R S 4 Y E A R S

Uon T A *y*A
T aw

Hor*A » *nr-A
Ow w P/Y'T O-’I ◦W W Par’*'- C hxw

*1 88 9 10 5 19 4 29 3 40
sec 46 48 25 96 18 146 15 196

1.888 91 97 50 193 36 292 29 397
1,588 137 145 75 289 54 439 44 595
2,888 183 194 99 386 72 585 58 794
2.588 229 242 124 482 90 731 73 992
1,400 274 290 149 578 108 877 87 1 .1 X
1,500 320 339 174 675 126 1.023 io e 1.389
4, OSO 386 387 199 771 144 1.170 116 1,567
4,500 411 •436 224 868 162 1,316 131 1,885
5,080 457 484 249 964 IX 1.462 146 1.964
5,580 503 532 273 1.060 197 1.608 IX 2.182
« ,ooo 548 581 298 1 ,157 215 1,754 175 2,381

1 8%  A n n u a l P er c en ta g e R a te

A m oun t
Fin an ced

1 Y E A R 2 Y E A R S 3 Y E A R S 4 Y E A R S

T OW
MotOM,

T aw T ow

Oargo Parser* Oarw P ip ** cjww Pam on * Ow w

* IN 9 10 5 20 4 X 3 41
500 46 50 25 99 18 151 15 205

1.000 92 100 M 198 36 302 29 410
1,500 138 151 75 300 54 455 44 617
2,000 183 200 IX 396 72 603 59 820
2.500 229 251 125 500 91 758 74 1,028
3.000 275 300 1M 595 108 M 5 X 1 .2 X
3.500 321 351 175 100 127 1.061 103 1,439
4.000 367 401 200 793 145 1,206 118 1.640
4.500 413 452 225 900 163 1,364 132 1,850
5.000 458 M l 250 991 181 1.508 147 2.0M
5,500 504 552 275 1 .1 X 199 1.667 162 2.2S2
6,000 550 X I 300 1.1& 9 217 1,809 176 1 ,4X

1 8* 2 %  A n n u a l P er c en ta g e R a te

1 Y E A R 2 Y E A R S 3 Y E A R S 4 Y E A R S

Fin an ced lOonW A
T oW

Mon Â
T OW

Mn ~«A
T oW T oW

peyn»nt Charge P arin’ Charge Charge Pâ o* Ourje

* IN 9 10 5 X 4 31 3 42
500 46 51 25 102 18 155 15 210

to r n 92 103 M 205 36 31 0 X 421
1.500 138 154 75 301 55 466 44 631
2,000 184 206 100 41 0 73 621 59 842
2.500 2 X 257 126 512 91 776 74 1,052
3.000 276 X 8 151 614 109 931 89 1.262
3.500 322 360 176 717 127 1 .086 104 1.473
4.000 368 411 X I 819 146 1 .242 118 1.683
4,500 414 463 226 922 164 1,397 133 1,894
5,000 460 514 251 1.024 182 1 .5 5 2 148 2.104
5.500 505 565 276 1 .1 X 200 1 ,707 163 2.314
0,000 551 617 X I lt229 218 1 ,862 178 2,525

7 9-848 O  - 77 - I t
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T able I
19 %  A n n ual P ercen tage R ate

A m oun t
Fin an ced

1 Y E A R 2 Y E A R S J Y E A R S 4 Y EA R S

Uon "”»
Pay’*'1'

T oW
F*wn
O ww

»to*m
Piv-wm

T o«
fm an a
Char?. P^V-V'”

tow

Charw
•to" *

T OW
Fm an a
CM rw

(  1M 9 11 5 21 4 3 2 3 44
SM 46 S3 25 10 5 18 16 1 15 118

1.0 0 0 9 2 10 6 50 210 3 7 3 21 3 0 43 5
1.50 0 13 8 16 0 76 3 14 55 482 45 6 53M* 184 213 10 1 41 9 73 6 42 6 0 870
2,5*0 23 1 26 6 126 524 9 2 80 3 75 1.0 88
3 ,0 * 0 277 3 19 151 6 29 110 9 6 4 9 0 1 3 0 6
3 ,50 0 3 23 3 72 176 73 4 128 1,124 10 5 1.523
4,0 0 0 3 6 9 426 20 2 83 8 147 1,285 120 1.741
4,5* 0 415 479 227 9 43 16 5 1,445 13 5 1,9 58
5,0 0 0 46 1 53 2 252 1.0 48 184 1 ,6 0 6 150 2,176
5.50 0 50 7 585 277 1,153 20 2 1 ,76 6 16 4 23 83
6 ,0 0 0 553 6 3 8 3 0 2 1,258 220 1 ,9 27 179 2,6 11

19 1 2%  A n n ual P ercen tage R ate

A m oun t
F n an cad

1 Y E A R 2 Y E A R S J Y E A R S 4 Y E A R S

•to**
T aw

•to** Raawa •to**
T aw

Fawn »to" *
T aw

’**''’* ” o * w Paym ra O ww Rnrmar* O ww O ww

> I N 9 11 5 22 4 3 3 3 45
SO * 46 54 25 10 8 18 16 4 15 225

1.0 0 0 9 2 10 9 51 217 3 7 3 28 3 0 450
1.50 0 13 9 16 3 76 3 25 55 49 3 45 6 74
2,0 * 0 185 218 10 1 43 4 74 6 57 6 0 89 8
2.50 0 23 1 272 127 542 9 2 821 76 1.13 1
3 ,0 0 * 277 3 26 152 6 50 111 9 85 9 1 1 3 48
3 ,50 0 3 23 3 81 177 759 129 1 ,1 49 10 6 1.574
4.M * 3 70 43 5 20 3 86 7 148 1 3 1 4 121 1.79 8
4,50 * 416 49 0 228 9 76 16 6 JJ7 8 13 6 2.0 23
S,*t* 46 2 544 254 1,0 84 185 1.6 42 151 2.3 48
5,5** 50 8 59 8 279 1,1 9 2 20 3 1,80 6 16 6 2,473
6 ,«W 554 6 53 3 0 4 1,3 0 1 221 1 ,9 70 181 2,0 6 8

T able!
20 %  A n n ual P ercen tage R ate

A m oun t
Fin an ced

1 Y E A R 2 Y E A R S 3 Y E A R S 4 Y E A R S

•to**
p r»--v* O ww

*****
P»V0»-<

T aw
Fm an a
Oavw

•to** fm a na
Oww

•to**
T aw
Fa wn
Oww

* l«* 9 11 6 22 4 3 4 3 46
50 0 46 56 25 111 19 170 15 23 0

1.0 0 0 9 3 111 51 222 3 7 3 3 9 3 0 459
1.50 0 13 9 16 7 76 3 3 2 56 50 9 46 6 89
2.0 0 0 185 222 10 2 443 74 6 78 6 1 9 18

2.50 0 23 2 278 127 554 9 3 848 76 1,148
3 .0 0 0 278 3 3 4 153 6 6 5 112 1,0 18 9 1 1.3 78
3 ,50 0 3 24 3 89 178 776 13 0 1 ,187 10 6 1.6 0 7
4.0 0 0 3 70 445 2itf 886 149 1,3 57 122 1,83 7
4.50 0 417 50 0 229 9 9 7 16 7 1,526 13 7 2,0 86

5.0 0 0 46 3 556 255 1,1 0 8 186 1 ,6 9 6 152 2,23 6
5.50 0 50 9 6 12 280 1,21 9 20 5 1,86 6 16 7 2,526
6 .0 0 0 556 6 6 7 3 0 5 1 3 3 0 223 2,0 3 5 182 2,755

*

*

T able II
9 %  A n n ual P ercen tage R ate

8 Y E A R S 1 0  Y E A R S 12 Y E A R S I S Y E A R S

•tow*
P»*wa

»a W W
Ctow

•m a na
O arw

•m an a
O ww

fawn
oww

» 1** 1 41 1 52 1 6 4 1 84
15 40 7 13 520 11 6 40 10 827

5,*** 73 2.0 3 3 S3 2.6 0 1 57 3 ,1 9 5 51 4.13 0
I *,*** 147 4 0 6 5 127 5,20 2 114 6 .3 89 10 1 8,257
15.*** 220 6 .0 9 7 19 0 7.80 2 171 9 .582 152 12.3 85
3 B .0 M 29 0 8.1 2 253 1 0 .40 ’ 228 12.776 26 3 16 .515

9 * 2%  A n n ual P ercen tage R ate
8 Y E A R S 1 0  Y E A R S 12 Y E A R S I S Y E A R S

A n en c* •to w * ‘«W n
T OW
f a w n

T aw

’■K -W"' O ww Oww Oww oww

1 1«* 2 44 1 56 1 6 8 1 89
15 43 2 13 553 12 6 80 10 881

S.H * 75 2,158 6 5 2.76 4 5* 3 ,3 9 8 52 4.40 0
I *,*** 149 4.3 15 129 5.528 117 6 .79 6 10 4 8,79 7
15,0 *0 224 6 ,472 19 4 8.29 2 175 1 0 .1 9 4 157 13 .19 6
a*,*** 29 8 8,6 29 259 11.0 56 23 3 1 3 ,59 2 3 0 9 17.59 3

10 %  A n n ual P ercen tage R ate
8 Y E A R S 1 0  Y E A R S 12 Y E A R S I S Y E A R S

*w-wa
> w «
O ww a

T OW

O arw
a ‘m an a

Ctow O ww

» 1 * 2 46 1 50 1 73 1 9 4
ij* L 15 457 13 586 12 722 11 9 3 5
5,*** 76 2.284 86 2.9 3 0 * 0 3 .6 0 5 54 4.6 73

l*,*** 152 4.56 8 13 2 5.859 120 7.20 9 10 7 9 .3 45
is ,* * * 228 6 .852 19 8 8.788 17* 1 0 .815 16 1 14.0 16
2*,*** 3 0 0 9 .1 3 5 »* 11.717 23 9 14.41 9 215 18.6 87

T able II QK
10 ‘/2%  A n n ual P ercen tage R ate

Am o u nt
Fina nced

8 Y E A R S 1 0  Y E A R S 12 Y E A R S I S Y E A R S

•to**
T oW
f a w n •to**

ToW
fawn Month*,

ToW
fa w n •to**

T oW
f a w n

C »ww PaymaM Payn »* Oww C »ww

5 10 0 2 49 1 6 2 1 77 1 9 4
1,0 0 0 15 483 14 6 20 12 76 4 11 9 40

5,0 0 0 77 2,412 6 7 3 ,0 9 8 6 1 3 ,81 4 54 4.6 9 7
10 ,0 0 0 154 4,823 13 5 6 ,1 9 3 122 7,6 28 10 8 9 ,3 9 1

15,0 0 0 23 2 7,23 5 20 2 9 ,289 '184 11,443 16 2 14,0 86
20 ,0 0 0 3 0 9 9 ,6 46 270 12,3 84 245 15,256 215 18,781

11%  A n n ual P ercen tage R ate

Am o u nt
Fina nced

8 Y E A R S 1 0  Y E A R S 12 Y E A R S I S Y E A R S

M onroy f a w n •to** F am Ito**
T OW
f a w n •to**

T aw
f a w n

Pn n m , C lww Paymant □w w Paym am Charw Payn w* Oww

$ 10 0 2 52 1 6 6 1 81 1 10 6
1,0 0 0 16 50 8 14 6 54 13 80 6 11 1.0 47
5,0 0 0 79 2,541 6 9 3 ,26 6 6 3 4.0 26 57 5,229

10 ,0 0 0 157 5,0 81 13 8 6 ,53 1 125 8,0 52 114 10 .450
15,0 0 0 23 6 7,6 20 20 7 9 ,79 6 188 12,0 78 170 15.6 88
20 ,0 0 0 3 14 10 .1 6 0 276 1 3 ,0 6 1 251 1 6 .1 0 4 227 20 ,9 18

lP /2%  A n n ual P ercen tage R ate
8 Y E A R S 1 0  Y E A R S 12 Y E A R S I S Y E A R S

Fin an ced •to**
T OW

A rwca •to**
T oW

M on M y
T oW

fawn •to** Fm an a
PjVW hj Clww Parn atR Paym o* O ww Payrn a* O ww

$ 10 0 2 54 1 6 9 1 86 1 111
1,0 0 0 16 53 4 14 6 87 13 843 12 1.10 4
5,0 0 0 80 2,6 70 70 3 .43 6 6 4 4.240 58 5.514

10 ,0 0 0 16 0 5,3 41 141 6 ,872 128 8,481 117 11,0 28
15,0 0 0 240 8.0 11 211 1 0 .3 0 8 19 3 1 2,720 175 16 .541
20 ,0 0 0 3 20 10 .6 81 281 1 3 ,744 257 1 6 ,9 6 0 23 4 22,0 6 5
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T a ble II T a ble II Q K
12%  A nnua l Percenta ge R a te 13V2% A nnua l Percenta ge R a te

8  Y E A R S 10 Y E A R S 12 Y E A R S 15  Y E A R S 8  Y E A R S 1 0 Y E A R S 12 Y E A R S IS  Y E A R S

Fina nod M onthly
ToW
Fa una
Cl«»>

M onthly
Plynunt

Fa una
C M * zz ToW

Fa una
C M *

ToW
hnawa
C M *

Fina nced RonW ,
P»rw*

ToW

C M *
M onthly
PRynunt

TOW
Fa una
C M *

M onthly
hrm rt C M *

M onthly
TOW
Fa una
C M *

* 1M 2 5 6 1 73 1 90 1 118 $  100 2 64 2 84 1 103 1 134
1 ,«M 16 5 61 14 722 13 892 12 1,162 1,000 17 641 15 828 14 1 ,025 13 1,3 38
5 ,06 0 81 2,802 72 3 ,6 09 6 6 4 ,4 5 8 6 0 5 ,802 5 ,000 85 3 ,203 76 4 ,1 3 7 70 5 ,122 65 6 ,6 86

10,000 163 5 ,6 03 143 7 ,218 131 8 ,9 1 4 120 11,604 10,000 171 6 ,405 15 2 8 ,274 141 10,244 130 13 ,371
15 ,000 244 8 ,405 215 110,825 197 13 ,3 71 180 17,405 15 ,000 25 6 9 ,6 08 228 12,410 211 1 5 ,3 6 4 195 20,05 5
20,000 325 il,206 287 14,43 4 26 3 17,827 240 23,207 20,000 3 42 ,2,810 305 1 6 ,5 46 281 20,4 8 6 260 26.741

*

»

12̂2%  A nnua l Percenta ge R a te 14%  A nnua l Percenta ge R a te
8  Y E A R S 1 0 Y E A R S 12 Y E A R S IS  Y E A R S

A m ount
Fm a nca d

8  Y E A R S 1 0 Y E A R S 12 Y E A R S IS  Y E A R S

F in tn cd) Fa una
C M *

ToW
Town
C M *

M onthly
Plynunt

ToW
Fa una
C M *

M onthly
Piynunt

ToW
Fa una
C M * P»ynwnt

Fa una
C M *

M onthly
TOW

C M *
M ontWy

ToW

C M *
M ooM y
P»ynwi

TOW
(m ono
C M *

» 180 2 5 9 i 76 1 94 1 123 $  100 2 67 2 87 1 107 1 141
1,000 17 5 87 15 7 5 7 13 93 6 12 1,219 1,000 17 6 6 8 16 86 4 14 1 ,071 13 1.398
5 ,000 83 2,93 4 73 3 ,7 8 3 6 7 4 ,6 7 7 62 6 ,003 5 ,000 87 3 ,3 3 9 78 4 ,3 17 72 5 ,3 48 67 6 ,986

10,000 165 5 ,86 8 146 7 ,5 6 6 134 9 ,3 5 2 123 12,187 10,000 174 6 ,6 77 15 5 8 ,6 3 2 144 10,6 9 6 13 3 13 ,972
15 ,000 248 8 ,802 220 11,3 48 202 14 ,028 185 18,278 15 ,000 261 0,016 23 3 12.948 216 16 ,042 200 20.95 9
20,000 331 11,736 293 [15 .131 1269 18,704 247 84,372 20,000 347 3 ,3 5 4 3 11 17 ,26 5 287 21,3 90 26 6 27,943

13%  A nnua l Percenta ge R a te
8 Y E A R S 1 0 Y E A R S 12 Y E A R S 15  Y E A R S

F in an ced *«-n*y
P«ynun C M *

M onthly
ToW
Fow a
C M *

M onthly
PiytneU

A ura
C M *

M onth!, Fa una
C M *

* 100 
1,000

2
17

62
614

2
15

80
793

1
14

99
980

1
13

129
1,279

5 ,000
10,000

84
168

3 .06 8
6 ,1 3 6

75
149

3 ,9 5 9
7 ,918

69
137

4 ,8 9 9
9 ,7 9 6

6 3
127

6 ,3 89
12.775

1 5 .M 8 
20,set

25 2
33 6

9 ,203
12,270

224
299

11,876
15 ,83 6

206
275

14,6 93
19.5 90

190
25 3

19,162
25 ,5 49

141/2% > A nnua l Percenta ge R a te
8  Y E A R S 1 0 Y E A R S 12 Y E A R S IS  Y E A R S

F in an cK
Piynurt

ToW
Fm tna
C M *

■ *>**,
TOW
Fa una
Cm *

M onthly
ToW

C M *
M onthly

TOW

C M *

* 100 
1,000

2
18

70
6 95

2
16

91
900

1
15

112
1 ,11 5

1
14

147
1.45 9

5 ,000
10,000

88
177

3 ,476
6 ,9 5 2

79
15 8

4 .4 9 8
8 ,9 9 5

73
147

5 ,5 7 7
11 ,1 5 2

68
137

7.290
14,5 81

15 ,000
20,000

26 5
3 5 3

10.427
13 ,902

237
3 17

13 ,493
17 ,990

220
294

16 ,728
22,3 03

205
273

21,869
29.160

T a ble II
15% - A nnua l Percenta ge R a te

8  Y E A R S  1 0 Y E A R S 12 Y E A R S 15  Y E A R S

Fina nced M onthly
Poywnt

ToW

C M *
M onthly

TOW

C M *

ToW
Faunca
C M *

M onthly
T«W
Fa una

* 100 
1,000

2
18

73
723

2
16

94
937

1
15

117
1 J6 1

1
14

15 2
1,5 20

5 ,000
10,000

90
179

3 ,6 14
7 ,228

81
161

4 ,6 8 0
9,3 6 1

7 5
15 0

5 ,807
11 ,6 1 3

70
140

6 ,296
15 ,193

15 ,000
20,000

269
25 9

10,842
14,4 5 5

242
323

14,041
18 ,720

225
3 00

17 ,420
23 ,226

210
280

22,789
30,3 86

T able III
6%  A nnua l Percenta ge R a te

15 1z2%  A nnua l Percenta ge R a te
8  Y E A R S 1 0 Y E A R S 12 Y E A R S 1 5  Y E A R S

A m om M
Fina nced M onth!,

ToW
Fa una M om *,

ToW
M onth!,

ToW
fa una M om »y x

Poynunt C M * Pjynunt O w Plynunt C M * Pay-hem C M *

8 100 2 76 2 98 2 122 1 15 8
1,000 18 75 1 16 974 15 1 ,209 14 1,5 81

5 ,000 91 3 ,7 5 3 82 4 ,8 6 5 77 6 ,04 0 72 7,906
10,6 00 182 7,5 07 164 9 73 0 15 3 12,080 143 15 ,812
15 ,000 274 11,260 247 14,5 94 230 18 ,119 215 23 ,718
20,000 36 5 15 ,013 329 19^ 460 3 07 24 ,1 5 8 287 3 1.6 M

Am ou n t
fin an ced

IS  Y E A R S 20 Y E A R S 25  Y E A R S 3 0  Y E A R S

M onth!,
TOW

Fa una
C M * p*S

TOW
Faunce
C M *

J S
TOW
Fa una
C M *

M onthly
’0W
Fa una
C M *

11.000 8 5 19 7 721 6 93 : 6 1,160
10.000 84 5 ,190 72 7 ,1 9 6 64 9 .3 3 ; 60 11,5 86
15 .000 127 7,784 107 10,793 97 1 3 ,99 : 90 17,3 78
29,000 169 10,3 80 143 14,3 90 129 18,6 6 1 120 23 ,171
25 ,000 211 12,975 179 17 ,986 161 23 ,324 15 0 28,96 0

3 0,000 25 3 15 ,5 6 9 215 21 ,5 8 3 193 27.99C 180 34,75 3
3 5 ,000 295 18,16 3 25 1 25 ,1 82 226 3 2,5 6 : 210 40,5 46
W .000 388 20,7 5 9 287 28 ,7 7 9 25 8 3 7 ,3 1 ! 240 46 ,3 3 9
45 ,000 380 23 ,3 5 3 322 32,3 7 6 290 4 1 .9 82 270 5 2,128
5 0,000 422 25 ,947 3 5 8 3 5 ,9 7 3 322 46 ,6 41 3 00 5 7,921

6 1 2%  A nnua l Percenta ge R a te

16% c A nnua l Percenta ge R a te
8 Y E A R S 1 0 Y E A R S 12 Y E A R S IS  Y E A R S

F in an ced M onthly
TOW

M onthly
TOW
Fa una M onthly

TOW
Fa una M onthly fJ L̂

P»y~»nt C M * P«-unt C M * P»ynun C M * Pnm etR C M *

8 100 2 79 2 102 2 126 1 165
1,000 19 779 17 1,011 16 1 ,25 5 15 1,644
5 ,000 93 3 ,894 84 5 ,05 1 78 6 ,27 5 73 8,219
ie,M » 185 7,788 168 10,102 15 7 12,5 49 147 16 ,438
15 ,000 278 11.6 82 25 1 1 5 ,1 5 2 23 5 18,823 220 24.6 5 6
20,000 371 15 ,5 76 3 3 5 20,204 3 13 25 ,09 6 294 32,875

Am ou n t
fin a n c ed

IS  Y E A R S 20 Y E A R S 25  Y E A R S JO  Y E A R S

M onthly
Piynen

Total

C M *
J S

TOW
pS

Tow
pS

ToW

C M *

S  1,000 9 5 70 7 790 7 1 ,028 6 1,279
10.000 87 5 ,6 82 75 7 ,894 6 8 10,25 9 6 3 12,75 6
15 ,000 131 8.5 21 112 11,842 101 1 5 ,3 87 95 19,13 5
20,000 174 11,3 6 1 149 15 ,789 13 5 20,5 1 5 126 25 ,5 11
25 ,000 218 14,200 186 19 ,73 6 169 25 ,6 4 3 15 8 3 1,887
30,000 261 17,041 224 23 ,6 83 203 3 0,7 7 1 190 39,6 43
3 5 ,000 305 19,880 261 27,6 3 0 23 6 3 5 ,8 9 9 221 44,6 43
40,000 348 22,721 298 3 1 ,5 7 5 270 4 1 ,027 25 3 5 1,019
45 ,000 392 25 ,5 6 0 3 3 6 3 5 ,5 22 304 4 5 ,1 5 5 284 5 7,3 98
5 0,000 43 6 28,401 3 73 3 9 ,4 70 3 3 8 5 1 ,28 3 3 16 5 3 ,774



16 0

T able II I T able III
7% A n n u a l P ercen ta ge R a te

1 5  Y E A R S 2 0  Y E A R S 25  Y E A R S 30  Y E A R S

Fin a n ced M onth ly total
M onth ly M on thly Finance M on thly

’04#

Pay Charge Pay nent Charge '•>"* " Charge Pa ym en t CtvarQe

$ 1 ,0 0 0 9 6 1 8 8 8 6 2 7 1 ,1 21 7 1,398
10,000 90 6 ,1 8 0 7 8 8 ,6 0 7 71 1 1 .20 4 6 7 13,954
15,0 0 0 135 9 ,26 9 116 1 2,9 1 2 106 1 6 ,8 0 6 100 20.928
20 ,0 0 0 18 0 12,359 155 17.214 141 22,40 8 133 27.905
25 ,0 0 0 225 15,448 194 21 ,5 1 9 177 28 ,0 1 0 16 6 34,8 79

30 ,0 0 0 270 18 ,537 233 25 ,8 22 21 2 33,6 1 2 20 0 41 ,8 5 6
35 ,0 0 0 315 >1,6 26 271 30 ,1 26 247 39 ,21 4 233 48 ,8 30
40 ,0 0 0 36 0 14,717 310 34,428 28 3 44,8 1 6 26 6 55.8 07
45 ,0 0 0 * 04 >7,8 06 349 38 ,7 34 31 8 5 0 ,41 8 29 9 6 2.78 0
5 0 ,0 0 0 449 10,8 96 38 8 1 3,0 36 35 3 5 6 ,0 1 7 333 SB ,758

8% A n n u a l P ercen ta ge R a te
1 5  Y E A R S 2 0  Y E A R S 25  Y E A R S 30  Y E A R S

A m ou n t
Fin a n ced M onth ly

»0t#
Finance M onth ly

T ot#
M onthly

T ot#
Finance M onth ly

Tot#

P„m e « Ch art* Payment Ch art* Payment Charge Payment

$ 1 ,0 0 0 10 721 8 1 ,0 0 9 8 1 ,31 6 7 1,8 42
10,000 9 6 7 ,20 3 8 4 1 0 ,0 7 6 77 1 3,1 5 7 73 16 ,417
15,000 143 10,8 03 125 "15,113 116 1 9 ,7 34 110 24,6 25
20 ,0 0 0 191 14,405 16 7 20 ,1 5 0 154 26 ,31 1 147 32.8 34
25 ,0 0 0 239 18 ,006 20 9 25 ,1 8 9 193 32,8 8 8 18 3 41,042

30 ,0 0 0 28 7 >1.6 06 251 30 ,226 232 39 ,46 5 220 49,347
35 ,0 0 0 334 >5,206 29 3 35 ,26 2 27 0 46 .0 42 257 57,455
40 .0 0 0 38 2 1 8 ,8 09 335 40 .29 9 30 9 5 2,6 1 9 294 6 5,6 6 4
45 ,0 0 0 130 1 2,409 37 6 1 5 ,336 347 5 9 ,1 9 6 330 73,8 72
5 0 ,0 0 0 178 16 ,0 0 9 41 8 SO ,37 5 38 6 5 5 ,7 7 3 36 7 8 2.06 0

71 2% A n n u a l P ercen ta ge R a te

A m ou n t
Fin a n ced

15 Y E A R S 2 0  Y E A R S 25  Y E A R S 30  Y E A R S

M on  th y
Total Tot#

Finance
Tot#

Monthly
Total

Pa ym ent Ch art* Pa v  nent Ch ,« P "m e"> Cha rge Pi,-lent Charge

$ 1 ,0 0 0 9 6 7 0 8 9 34 7 1 ,21 7 7 1,520
10,000 9 3 6 ,6 8 8 8 1 9 ,334 74 1 2,1 7 0 70 15.175
15 .0 0 0 139 10.031 121 1 4,0 0 2 111 1 8 .25 5 105 22,7 6 0
20 ,0 0 0 1 8 5 13,37 4 16 1 1 8 ,6 6 9 148 24,340 140 30.346
25 ,0 0 0 232 1 6 ,7 1 7 201 23,336 18 5 30 ,425 175 37,932

30 ,0 0 0 27 8 20 ,0 6 0 242 28 ,0 0 3 222 36 ,5 1 0 21 0 45,517
35 ,0 0 0 324 23,40 3 28 2 32,6 7 0 25 9 42 .5 9 5 245 53.1 0 3
40 ,0 0 0 371 26 ,7 46 322 37 ,338 29 6 48 ,6 8 0 28 0 6 0.6 8 8
45 ,0 0 0 417 30 0 8 9 36 3 42,0 0 5 333 5 4,7 6 5 31 5 6 8 .274
5 0 ,0 0 0 46 4 33,432 40 3 5 6 ,6 7 2 37 0 6 0 ,8 5 0 35 0 7 5 .8 8 0

8'/27<  A n n u a l P ercen ta ge R a te

A m ou n t
Fin a n ced

I S  Y E A R S ’ 2 0  Y E A R S 25  Y E A R S 30  Y E A R S

M on thly
Tot#
F inane * M onth ly

Tot#
M onth ly

Tot#
M onth ly

Tot#
finance

Pay men • Ch art* Pa y-n eri Chart* Payment Pay men Charge

$ 1 ,0 0 0 10 7 7 3 9 1 ,0 8 3 8 1 .41 8 8 1.76 B
10,000 9 8 7 ,7 26 8 7 1 0 .8 30 81 1 4,1 5 9 77 17,6 8 4
15,000 148 11 ,5 9 0 130 1 6 ,243 121 21 ,237 115 26 ,5 22
20 ,0 0 0 197 15 ,45 1 174 21 ,6 5 7 16 1 28 ,31 5 154 35,36 4
25 ,0 0 0 246 1 9 ,31 4 21 7 27 ,0 7 0 201 35 ,39 3 1 9 2 44.20 S

30 ,0 0 0 295 23,1 7 7 26 0 32,48 4 245 43,35 9 231 5 3,0 45
35 ,0 0 0 345 27 ,0 39 30 4 37 ,8 9 8 28 5 5 0 ,5 8 4 26 9 6 1 ,8 8 3
40 ,0 0 0 194 30 ,9 0 2 347 43,31 1 326 5 7 ,8 1 2 30 8 70,725
45 ,0 0 0 443 34,7 6 5 391 48 ,7 27 36 7 7 5 ,0 37 346 79,56 7
5 0 ,0 0 0 492 38 ,6 27 434 5 4,1 41 40 8 8 2,26 5 38 4 8 8 ,40 6

T able II I
9% A n n u a l P ercen ta ge R a te

15 Y E A R S 2 0  Y E A R S 25  Y E A R S 30  Y E A R S
A m ou n t
Fin a n ced M onth ly

Tot#
M onthly

lot#
Finance M O T „,

Tot#
M onth ly

Tot#

Charge Pay new Charge Payment

$ 1 ,8 8 * 10 8 27 9 1 ,1 6 0 8 1 ,5 20 8 1,8 96

ie .M * 101 8 ,25 7 90 1 1 ,5 9 5 8 4 1 5 ,1 7 6 8 0 18 ,96 9

1 5 ,8 6 * 152 1 2.38 5 135 1 7 ,39 0 126 2 2 ,7 6 4 121 28 ,452

28 ,8 8 8 20 3 1 6 ,5 1 5 18 0 23,1 8 8 16 8 30 ,35 2 16 1 37,935

25 ,8 8 8 254 20 ,6 43 225 28 ,9 8 6 21 0 37.94G 201 47 ,41 8

38 ,0 0 0 304 24.7 7 0 27 0 34,7 8 1 25 2 45 ,5 28 241 56 ,9 0 0

35 ,0 0 0 35 5 28 .9 0 0 31 5 40 ,5 7 8 29 4 5 3,1 1 6 28 2 6 6 .38 3

40 ,0 0 0 40 6 33,0 28 36 0 46 ,37 6 336 6 0 .7 0 4 322 75,8 6 6

45 ,0 0 0 45 6 37 ,1 5 6 40 5 5 2,1 7 1 37 8 6 8 , 2 9 a 36 2 8 5.352

5 0 ,0 0 0 507 41 ,28 5 45 0 5 7 .9 6 9 420 75.8 8 01 40 2 94,8 35

£T able II I
10% A n n u a l P ercen ta ge R a te

A m ou n t
Fin a n ced

1 5  Y E A R S 2 0  Y E A R S 25  Y E A R S 30  Y E A R S

M onth ly
Payment

Tot#
Finance
Ch art*

M onth ly 
Pay nent

Tot#
Finance
Charge

M onth ly
Tot#
Finance
Charge

M onth ly
Tot#

Charge

s
i
i
i
s

“•S
S
R
K
I

11
107
16 1
21 5
26 9

9 35
9 ,345

1 4,0 1 6
1 8 ,6 8 7
23.35 9

1 0
9 7

145
193
241

1 ,31 8
1 3,1 6 2
1 9 ,7 42
26 ,322
32,9 0 2

9
91

136
18 2
227

1 ,7 27
1 7 ,28 4
2 5 .8 9 3
34,5 25
43,1 5 4

9
8 8

132
176
21 9

2,16 1
21 ,5 9 4
32,39 0
43,1 8 7
53,9 8 4

38.880
35 .8 8 0  
40 ,8 * 0  
45 ,0 0 0  
5 0 ,0 0 0

322
37 6
430
48 4
537

28 ,0 30
32,7 0 2
37 ,37 3
42,0 44
4^ ,7 1 6

290
338
38 6
434
48 3

39 ,48 2
46 ,0 6 2
5 2,6 42
5 9 ,222
6 5 ,8 0 5

27 3
31 8
36 3
40 9
45 4

5 1 ,7 8 6
6 0 ,41 5
6 9 ,0 47
7 7 ,6 7 6
8 6 ,30 8

26 3
307
351
39 5
439

6 4,7 8 1
7 5 ,5 7 8
8 6 ,371
9 7 ,1 6 8

107,96 4

9*/2% A n n u a l P ercen ta ge R a te
15 Y E A R S 2 0  Y E A R S 25  Y E A R S 30  Y E A R S

Fin a n ced M onthly
Tot#

M nnth N
To,#

M n n w >
Tot#
Finance Monthly

Tot#
Finance

Payment Ch #oe Pay.ner.1 Charge Payment Charge Pa ym ent “ * ’•

$ 1 ,0 0 0 10 8 8 1 9 1 ,239 9 1 .6 22 8 2.0 28

10 ,0 0 0 104 8 ,7 9 7 9 3 1 2,37 3 8 7 1 6 ,21 1 8 4 20.272

1 5 ,0 0 0 157 1 3,1 9 5 140 1 8 ,5 5 7 131 2 4,31 8 126 30.407

20 ,0 0 0 209 1 7 .5 9 3 18 6 24.7 4 3 1 7 5 32 ,422 16 8 40,545
25 ,0 0 0 26 1 21.991 233 30 ,9 30 21 8 40 , 5 2 9 21 0 50,6 79

30 ,0 0 8 313 26 .38 9 28 0 37 ,1 1 4 26 2 48 ,6 33 25 2 6 0,8 14
35 ,0 8 0 36 5 30 ,7 8 6 326 43,30 0 30 6 5 6 .7 40 294 70,948

40 ,0 8 8 418 35 ,1 8 4 37 3 49 .48 6 349 6 4 8 44 336 8 1.08 6

45 ,8 * 0 470 39 ,5 8 4 41 9 5 4.6 7 0 39 3 7 2.9 5 1 378 9 1 ,220

5 0 ,0 0 0 522 43.9 8 2 46 6 6 1 ,8 5 7 437 [8 1 ,0 5 5 L « o j[0 1 ,35 5

10*/2% A n n u a l P ercen ta ge R a te

A m ou n t
Fin a n ced

15 Y E A R S 2 0  Y E A R S 25  Y E A R S 30  Y E A R S

M onth ly
Tot#

M onth ly
Tot#

M onth ly
Tot#

M onth ly
Tot#

Charge Pay nent Ch .d« Pl.n e n t Charge Pay men Charge

$  1.000 11 9 8 9 10 1 ,39 5 9 1 ,8 32 9 1 ,294
10,000 111 9 .8 9 0 100 1 3,9 5 2 94 1 8 ,320 92 12,940
15,000 16 6 1 4,335 150 20 ,9 28 142 2 7 ,48 0 137 34,41 0
20,0 0 0 221 1 9 ,7 8 0 20 0 27 ,9 0 4 18 9 36 ,6 40 18 3 45 ,8 8 0
25 ,0 0 0 27 6 24.7 25 25 0 34,8 8 0 236 45 .8 0 0 229 5 7 ,35 0

30 ,0 8 0 332 29 ,6 7 0 30 0 41 .8 5 6 28 3 5 4,9 6 0 27 5 6 8 ,8 20
35 ,0 0 0 38 7 34,6 1 5 349 48 ,8 32 330 6 4,1 20 320 8 0.290
40 ,0 0 0 442 39 .5 6 0 39 9 5 5 ,8 0 8 37 8 7 3.28 0 36 6 91 ,7 6 0
45 ,0 0 0 497 44,5 0 5 449 6 2.7 8 4 425 8 2 .440 41 2 103,230
5 0 ,0 0 0 555 49 ,45 0 49 9 6 9 ,7 6 0 47 2 9 1 ,6 0 0 45 8 114,700
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A p p e n d ix  3 .-M a ssa c h u se tts

*

A

M ICHAEL S . DUKAKIS
OOVE RNOR

CAROL S . GREENW ALD
COM M ISSIONE R

3 $ #  ^ (? 6 w w /w m /u'ea& i/ 6 ^

(office d e

^ £cvcw /t S fa/tonita/l £$ui/diny, ^ ovcr-nm enl C enter 

J 00 ($crm6r((/<fe S /beet, 02202

0C1 A3W 76 O cto b er 6 , 1 9 76

C?WW tRCE.
M 0N iT ^Don. Ro bert B loom  

A ctin g Co m p tro ller o f th e Cu rrency  
49 0 L'E n fan t P laza
W ash ingto n, D.C. 20036

Dear M r. B loom :

T h e B oard o f G overno rs o f th e  Fede ral Reserve S y stem  h as g ran ted 
to  th e Com m onwealth  o f M assach u se tts an exem ptio n fo r T ru th  in  Lending 
u nder S ectio n 1 23 o f th e  Consu m er C redit P ro te ctio n  A ct, e ffe ctive  
Ju ly  1 , 1 9 70. T h e exem ptio n ap p lie s to  all classe s o f tran sactio n s 
w ith in  th e  Com m onwealth , excep t th o se in  wh ich  a Fede rally -ch arte re d 
in s titu tio n — su ch  as a Fede ral cre dit u n io n , Fede ral savin g s and lo an 
asso ciatio n , o r n atio n al bank— is  a cre dito r. I now seek to  in clu de 
th e se  classe s o f tran sactio n s w ith in  o u r exem ptio n, and acco rdin gly  
h ave p e titio n e d th e  B oard o f G overno rs.

T h e term s o f th e  T ru th  in  Lending A ct g ive th e B oard o f G overno rs 
o f th e  Fede ral Reserve S y stem  re s p o n sib ility  fo r e stab lis h in g  re g u la
tio n s to  e ffe ctu ate  th e  A ct and fo r de te rm in in g wh at classe s o f cre dit 
s h all n o t be su b ject to  th e A ct. It is  th e p o sitio n  o f th e  B oard th at 
all tran sactio n s in  wh ich  a n atio n al bank is cre dito r co n stitu te  a 
se p arate  class o f tran sactio n s n o t exem pt fro m  th e  Fede ral T ru th  in  
Lending A ct u nle ss th e  B oard is satis fie d th at ap p ro p riate  arrang em en ts 
h ave been m ade w ith  y o u r o ffice  to  assu re  e ffe ctive  enfo rcem en t o f 
s u b s tan tially  sim ilar S tate  laws. I am  w ritin g  to  se ek y o u r agreem ent 
th at th e CouaiOuwealth  e n fo rce T ru th  in  Lending in  n atio n al banks in  
M assach u se tts.

*■

T h e M assach u se tts T ru th  in  Lending s tatu te  p redate s enactm en t o f 
th e Consu m er C redit P ro te ctio n  A ct, and was in  fact th e b asis fo r m uch 
o f th e  Fede ral act. T h is D epartm ent h as been e n fo rcin g  T ru th  in  Lending 
sin ce 1 9 6 7, and as su ch  h as a decade o f e xp e rtise  in  e n fo rcem e n t. W e 
h ave twenty  exam iners wh o co ndu ct sp e cial exam inatio n s on T ru th  in  
Lending and h ave b u dgeted fo r m o re. In additio n , sin ce 1 9 6 9 , all bank 
exam in ers as p art o f th e ir train in g  are requ ired to  be co nversan t w ith  
T ru th  in  Lending.



M r. B lo o m -2 - O cto b er 6 , 1976

It has  been o ur experience that o ur Truth in L ending exam inatio ns  
are m uch m o re effe c tive  than F ederal  exam inatio ns .  C hairm an B enjam in 
R o s enthal  o f the H o use C o m m erce, C o nsum er and M o netary  A ffairs  Subco m 
m ittee, at a hearing o n S eptem ber 15 , 1976 , re l eas ed data co m piled by  
his  s taff w hich sho w s  that the M as s achus etts  B ank ing Departm ent fo und 
finance charge vio l atio n s  in tw enty -s ix percent o f bank s  exam ined, as  
co m pared to  zero  in FDIC  exam inatio ns  (O pening S tatem ent o f the  C hairm an, 
Tab le 1).  W e have no  reas o n to  b e l ieve that y o ur enfo rcem ent is  any  m o re 
e ffe c tive  than the F DIC 's, S ince y o u, to o , do  no t im po s e any  m o netary  
penal tie s  o n vio l ato rs , even tho ugh M as s achus etts  law  re q uire s  that 
o vercharges  o r m is s tatem ents  o f rate s  o n reb ates  re q uire  to tal  refunding 
o f al l  finance pay m ents  m ade, up to  a $ 1,000 l im it per vio l atio n .  C l earl y , 
altho ugh y o u s ay  y o u are enfo rcing M as s achus etts  law , y o u are no t.

To  the extent that the M as s achus etts  s tatute  is  s tric te r than F ederal  
law , enfo rcem ent by  this  Departm ent in  natio nal  bank s  w il l  ens ure that 
al l  c itiz en s  o f the C o m m o nw ealth, regardl e s s  o f w here they  bank , w il l  
have eq ual  pro tectio n under law s  pas s ed fo r the ir b enefit by  the G eneral 
C o urt.

I l o o k  fo rw ard to  hearing fro m  y o u as  s o o n as  po s s ib l e  that y o u are 
agreeab le to  o ur exam ining natio nal  bank s  fo r vio latio ns  o f M as s achus etts  
Truth in L ending law .

L o o k ing fo rw ard to  w o rk ing w ith y o u and M r.  Paters o n, I am

V ery  trul y  y o urs

C aro l  S .  G reenw hld 
C o m m is sio ner o f B ank s

C SG :m k f

cc: H o n.  C harles  H . Paters o n
R egio nal A dm inis trato r o f N atio nal  B ank s

H o n.  B enjam in S .  R o s enthal, C hairm an 
C o m m erce, C o nsum er, and M o netary  A ffairs

S ubco m m ittee o f the C o m m ittee o n G o vernm ent O peratio ns  
United S tate s  C o ngres s , H o use o f R epres entatives

H o n.  W il liam  Pro xm ire, C hairm an
C o m m ittee o n B ank ing, H o using and Urban A ffairs
United S tate s  S enate
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M ICH A EL S. D UKAKIS 4 00 ^ aw htaye. Street, $ o itm  02202
CAROL S. GREENWALD

Th e H onorable  G arth  M arston

R E C E IV E D
(

'V i ! 5 1976

k

October 1 2, 1 97 6

C OM M E R C E , UJM SUM tk A ID  
M ONE TAR Y AF F AIR S SUBC OM M ITTE E

A cting  C h airm an 
F e d e ral H om e Loan B ank  B oard 
F e d e ral H om e Loan B ank  B oard B u ild ing  
1 0 1  I nd iana A venue, N .W .
W ash ing ton, D .C . 20 552

D ear M r. M arston:

Th e B oard of G overnors of th e  F e d e ral R e serve  S y ste m  h as g rante d  
to th e  C om m onw ealth  of M assach u se tts an e x e m ption for Truth  in L ending  
und er S e ction 1 23  of th e  C onsum er C re d it P rote ction A ct, e ffe ctive  
Ju ly  1 , 1 97 0 . Th e e x e m ption ap p lie s to all classe s of transactions 
w ith in th e  C om m onw ealth , e x ce pt th ose  in w h ich  a F e d e rally -ch arte re d  
in stitu tion — such  as a F e d e ral cre d it u nion, F e d e ral saving s and loan 
association, or national bank — is a cre d itor. I  now  se e k  to inclu d e  
th e se  classe s of transactions w ith in our e x e m ption, and accord ing ly  
h ave  p e titione d  th e  B oard of G overnors.

Th e term s of th e  Truth  in L e nding  A ct g ive  th e  B oard of G overnors 
of th e  F e d e ral R eserve  S y ste m  re sp onsibility  for e stablish ing  re g u la
tions to e ffe ctu ate  th e  A ct and for d e te rm ining  w h at classe s of cre d it 
sh all not be su bje ct to th e  A ct. I t is th e  p osition of th e  B oard th at 
all transactions in w h ich  a F e d e ral saving s and loan association is 
cre d itor constitu te  a se p arate  class of transactions not e x e m pt from  
th e  F e d e ral Truth  in L e nding  A ct u nle ss th e  B eard is satisfie d  th at 
ap propriate  arrang e m e nts h ave  be en m ade w ith  y our office  to assure  
e ffe ctive  e nforce m e nt of su bstantially  sim ilar S tate  law s. I  am  
w riting  to se e k  y our agre e m e nt th at th e  C om m onw ealth  e nforce  Truth  in 
L ending  in F e d e ral saving s and loan associations in M assach u se tts.

Th e M assach use tts Truth  in L e nding  statu te  pre d ate s e nactm e nt of 
th e  C onsum er C re d it P rote ction A ct, and w as in fact th e  basis for m uch  
of th e  F e d e ral act. Th is D e partm e nt h as be e n e nforcing  Truth  in L ending

>
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sin ce 1 96 7, a nd a s such ha s a  deca de o f exper tise in  en fo rcem ent. W e 
ha ve tw enty exa m iners w ho conduct specia l exa m in a tio n s on Truth in  
L ending a nd ha ve b udgeted f o r  m ore. In  a d d itio n , sin ce 1 96 9, a ll b a nk 
exa m iners a s pa r t o f their  tr a in in g  a re req uired to  b e co n versa n t w ith 
Truth in  L ending .

I t ha s b een  our experien ce tha t our Truth in  L ending  exa m in a tio n s 
a re much m ore ef fec tive tha n  F eder a l exa m in a tio n s. C ha irm a n B enja m in 
R o sentha l o f the H ouse C ommerce, C onsumer a nd M oneta ry A f f a ir s Sub com
m ittee, a t a  hea rin g  on Septem b er 1 5, 1 976 , relea sed  d a ta  com piled b y 
his s ta f f  w hich show s tha t the M a ssa chusetts B a nking D epa rtm ent found 
fin a n ce cha rge vio la tio n s in  tw en ty-six percen t o f  b a nks exa m ined, a s 
com pa red to  zero  in  F D IC  exa m in a tio n s (O pening Sta tem ent o f the C ha ir
m a n, Ta b le 1 ).  W e ha ve no rea so n  to  b elieve tha t your en fo rcem ent is  
a ny more ef f ec tive tha n  the F D IC 's, sin ce you, to o , do n o t im pose a ny 
m oneta ry pen a lties on vio la to r s, even though M a ssa chusetts la w  re
q uires tha t overcha rges o r  m issta tem en ts o f r a tes on reb a tes req uire 
to ta l refun din g .

In  f a c t, it is the po sitio n  o f  M r. C a m pb ell, E xecutive V ice Pr esi
den t o f the F eder a l H ome L oa n B a nk o f  B o ston, tha t M a ssa chusetts la w  
does n o t a pply to  F eder a l sa vin g s a nd lo a n  a sso cia tio n s, even though 
the C om m onw ea lth's Truth in  L ending la w  c lea r ly r ef er s to  "c r ed ito r s", 
n o t b a n k s, a nd sta tes tha t the C om m issioner o f B a nks sha ll exa m ine a ll 
consum er c red it tr a n sa c tio n s ma de b y a ll c red ito r s to  en sure com plia nce 
w ith the s ta te's  Truth in  L ending la w  a nd reg ula tio n s.  E ven the C omp
tr o ller  o f  the C urrency un dersta n ds tha t M a ssa chusetts la w  a pplies.

To the exten t tha t the M a ssa chusetts sta tute is  s tr ic ter  tha n  F ed
er a l la w , enfo rcem ent b y this D epa rtm ent in  F eder a l sa vin g s a nd lo a n  
a sso cia tio n s w ill en sure tha t a ll c itiz en s o f the C om monw ea lth, reg a rd
less o f w here they b a n k, w ill ha ve eq ua l pr o tectio n  under la w s pa ssed 
f o r  their  b en ef it b y the G enera l C ourt.

I look  fo rw a rd to  hea rin g  from  you a s soon a s po ssib le tha t you a re 
a g reea b le to  our exa m ining F eder a l sa vin g s a nd lo a n  a sso cia tio n s f o r  
vio la tio n s o f  M a ssa chusetts Truth in  L ending la w .

L ooking fo rw a rd to  w orking w ith you a nd M r. C a m pb ell, I a m

C om m issioner o f  B a nks

C SG :mkf

co pies to : See pa ge 3
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cc: M r. R obert R. C am pbell 
E xecu tiv e V ice P resid en t 
F ederal H ome L oan  B an k o f B oston

H on . B en jam in  S. R o sen th al, C h airm an  
C ommerce, C on sumer, an d M o n etary  A ffairs 

S u bcom m ittee o f th e C omm ittee on  
G overn men t O peratio n s

U n ited S tates C on gress 
H ouse o f R epresen tativ es

4  H on . W illiam  P ro xm ire, C h airm an
C omm ittee on  B an kin g, H ou sin g an d 

U rban  A ffairs
U n ited S tates S en ate
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N
am

e of
Sank

M
assachusetts

D
ate of E

xam
inatlor

N
o. 

of
A

cots.E
xam

ined
P

ercentage
E

xam
ined

T
otal 

A
ssets 

as 
of 6/30/76

M
assachusetts

T
ruth in

 L
ending 

E
xam

ination F
ind’s

3-25-76
350

7%
No exceptions noted

3

3-31-76
720

In
co

rrect A
.P

.R
. 

(
d

isclo
sed

 or 
blank 

' 
on 

sone 
accounts, 

n
co

rrect A
m

ount 
Financed d

isclo
sed

 
on som

e accounts. 
In

co
rrect T

otal of 
Paym

ents 
d

isclo
sed

. 
No 

d
isclo

su
re concer 

’ 
or-ient nhgS—

on som
e accts.

R
igh t of rescissio

n
 

not pro
p

erly
 o

fferee 
In

co
rrect d

isclo
su

re 
concerning d

efau
lt 

charges.
F

inance 
charge not 

d
isclo

sed
 on dem

and 
lo

an
s.

F
ina nce 

C
harge and 

T
otal 

bf Paym
ents 

not d
isclo

sed
 on 

som
e real 

estate 
lo

an
s.

N
o. 

of 
exceotions

cited
: 

2l|0

1

5-3-76
300

20%
K

o d
isclo

su
re of 

’ m
ethod of reb

atin
g

 
bn p

ro
p

erty
 im

prove
m

ent lo
an

s.
APR net d

isclo
sed

 
on som

e accounts.
N

o. 
of exceptions 

cited
: 

53



Name of
Bank

Massachusetts
Date of Examination

No. 
of

Accta.Examined
Percentage
Examined

Total 
Assets as 
of 6/30/76

L_
Massachusetts
Truth in Lending 
Examination Find’s

U-7-76
U50

3%
[No exceptions noted 

•i

' • •

3-12-76
600

75%
Incorrect disclosure J 
of APR on demand 

i
loans.
No disclosure of
APR on some auto 
loans.
Some accounts with
insufficient
disclosure
No. 

of exceptions 
cited: 83

5-7-76
575

20%
No evidence of 
disclosure retained 
on some accounts. 

.
No evidence of 
rescission retained 
on some accounts. 
Incorrect disclosure 
of APR on some
Accounts.
Finance Charge not 
disclosed on some 
mortgages.
No. 

of exceptions 
cited: 17

•'!

6-16-76
Incorrect disclosure 
of Finance Charge 
on some accounts.
No provisions for 
default charges on 
some accounts. 

‘
No. 

of exceptions 
cited: 1U

j

t
t 

>
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N
am

e of
B

ank
M

assachusetts
D

ate 
of E

xam
ination

N
o. 

of
A

ccts.E
xam

ined
P

ercentage
E

xam
ined

T
otal 

A
ssets 

as 
of 6/30/76

M
assachusetts

T
ruth in

 L
ending 

E
xam

ination F
ind’s

6-11-76
1;527

20.3%
M

M
No exceptions 

cited
.

------3
^

7
5

----------------
90S

33%
Som

e req
u
ired

term
inology not 

m
ore 

conspicuous.
N

o. 
of exceptions 

cited
: 

900

3-11-76
R

ight of rescissio
n

 
not pro

p
erly

 o
ffered

 
on som

e accounts.
No evidence of 
d

isclo
su

re 
retain

ed
j; 

■ 
’

1
. 

'1

on 
som

e accounts.
C

ustom
er did not 

in
d

icate d
esire 

fo
r cred

it life
 

insurance on som
e 

accounts.
Som

e accounts w
ith 

blank finance 
charge 

and/or T
otal of 

Paym
ents.

In
co

rrect d
isclo

su
re 

on d
efau

lt charges 
on som

e accounts. 
In

co
rrect b

illin
g

 
statem

ents on som
e 

ibbouhts.
N

o. 
of exceptions 

cited
: 

27
-

6-2-76
550

30%
No exceptions 

cited

3-9-76
300

75%
M

B
M

No exceptions noted

■
)•

<
i



Nam
e of

Sank
M

assachusetts
D
ate of E

xam
inatlor

N
o. 

of
A
ccts.E

xam
ined

P
ercentage

Exam
ined

T
otal 

A
ssets 

as 
of 6/30/76

M
assachusetts

T
ruth in

 L
endin g 

E
xam

ination F
in

d
's

3-30-76
226

30%
Some 

in
co

rrect 
d
isclsu

re on d
efau

lt 
charges.
Som

e 
required 

term
inology not m

ore 
conspicuous.

K
o. 

of exceptions 
cited

: 
20

6-1-76
300

75%
C
redit life

 not datec 
on som

e accounts.

■ 
■ 

' 
.

Som
e 

accounts w
ith

blank finance 
charge 

and T
otal 

of 
Paym

ents. 
R
ight of R

escission 
not pro

p
erly

 
o
ffered

 on som
e 

accounts.
N
o. 

of exceptions 
cited

: 
lj.

3-19-76
200

20%
—

No exceptions 
cited

U
-9-76

261).
15%

 
i

M
o 

evidence of 
d
isclo

su
res

retain
ed

 on som
e 

accounts. 
Som

e 
accounts w

ith blank 
T
otalof Paym

ents, 
an< 

A
m
ount F

inanced.
No p

ro
v
isio

n
 fo

r  
d
efau

lt 
charges 

d
isclo

sed
 on som

e 
accounts.
N
o. 

of exceptions 
cited

: 
50
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Nam
e of

B
ank

M
assachusetts

D
ate of E

xam
ination

N
o. 

of
A

ccts.E
xam

ined
P

ercentage 
Exam

ined

T
otal 

A
ssets 

as 
of 6/30/76

M
assachusetts

T
ruth in

 L
ending 

E
xam

ination F
ind’s

5-26-76
U

80
20%

C
ustom

er did not 
in

d
icate d

esire fo
r 

accident and h
ealth

 
insurance on som

e 
accounts.
N

o. 
of exceptions 

cited
: 

25

3-10-76
200

-
In

co
rrect d

isclo
su

re 
concerning d

efau
lt 

charges on som
e 

accounts. N
o.̂

gxcept.

5-10-76
700

40%
Som

e required 
term

in ology not m
ore 

conspicuous. 
Incorrec 

d
isclo

su
re 

concern- 
ings 

d
efau

lt 
charges on som

e 
accounts.
In

co
rrect d

isclo
su

re 
of finance charges 
on som

e accounts.
N

o. 
of exceptions 

cited
: 

223

O
JM

H
R
V

7-9-76
600

36%
No exceptions 

cited
.

4-30-76
280

10%
No 

exceptions noted.

W
BH
H
M
H
BV*

3-9-76
200

9%
No exceptions noted.

3-26-76
In

co
rrect disclosure 

of APR on dem
and 

loans. 
Som

e req
u

ired
 

term
inology not m

ore 
conspicuous
N

o. 
of exceptions 

o
ited

: 
35

•M



Name of
Bank

Massachusetts
Date of Exaralnatior

No. 
of

Accts.Examined
Percentage
Examined

Total 
Assets as
of 6/30/76

Massachusetts
Truth in Lending 
Examination Find’s

6-7-76
500

5o%
No exceptions

5-3-76

•

[incorrect disclosure 
of A.P.R. on some 
accounts. 

Right of 
rescission not 
properly offered on s 
some accounts. 
Incorrect disclosure 
of finance charges 
on some accounts.
g?teS{ 

a25
o
u
n
t
s

ffSEBK
3-30-76

-
-

No exceptions noted

je
a

 ■
7 -6-76

300
U5%

No exceptions cited

U-30-76
U02

30%
No exceptions cited

w
n

a
a

n
3-19-76

-
-

Some required

■> 
f

terminology not more
conspicuous.
APR incorrectly 
Isclosed on some 
cofitratts.
Right of rescission 
not properly offered 
on some accounts.
No exceptions cited:

90

«  
*
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79-848 0 - 77

Name of
Bank

Massachusetts
Date of Examinatior

No. of
Accts.Examined

Percentage
Examined

Total
Assets as 
of 6/30/76

Massachusetts
Truth in Lending 
Examination Find's

3-10-76
ncorrect disclosure 
of APR on sone accts. 
No evidence of 
disclosure retained 
on some accounts.
Some accounts with 
blank Total of 
Payments and/or 
Finance charges.
Some 

required 
terminology not 
more conspicuous . 
Right of rescission 
on property offered 
on some accounts.
No.exceptions cited: 

78

n
U-21-76

•

On some Home 
Improvement Loans 
Total of Payments 
incorrectly disclose 
Incorrect computa
tion of rebates on 
some accounts.
No evidence of 
disclosure retained 
on some accounts.
No. exceptions cits 

58
' S-TU-YS---------------

552
No exceptions cite:

JS^
r*

5-3-76
600

10%
Incorrect disclosure 
of Total of Payment: 
on some accounts 
incorrect disclosuri 
of finance charge 
on sone accounts. 
Incorrect disclcsu: 
of A.P.R. on some 
accounts.No, of 

exceptions cited:8o
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N
am
e of

B
ank

M
assachusetts

D
ate 

of E
xam

inatior
N
o. 
of

A
ccts.E

xam
ined

P
ercentage
E
xam

ined

T
otal 
A
ssets 

as 
of 6/30/76

M
assachusetts

T
ruth in

 L
ending 

E
xam

ination F
ind’s

5-24-76
In
co
rrect d

isclo
su
rf 

of APR on som
e accti 

In
co
rrect d

isclo
su
rf 

of T
otal 

of Paym
ents 

on som
e accounts.

No 
evidence of 

d
isclo

su
re given to 

custom
er on som

e 
acc 

R
ight of rescissio

n
 

not pro
p
erly

 offeree 
on 

som
e accts. 

In
co
rrect disclosure 

concerning deferm
ent

on som
e accts.S

om
e 

ad
v
ertisin

g
 term

ino. 
in
co
rrect.

P
rovision fo

r b
ailo

r 
paym

ent not diselos<
 

on som
e accounts.

N
o. 
of exceptions 

cited
: 
12

5-12-76
300

95%
P
rovision fo

r balloc 
paym

ent not 
disclose 

on som
e accounts.

N
o. 
of 

exceptions 
cited

: 
110

4-12-76
In
co
rrect d

isclo
su
rf 

of A
.P
.R
. 
or blank 

on sone accounts.
No 

evidence of 
d
isclo

su
re retain

ed
 

on som
e accounts.

N
o. 
of exceptions 

cited
: 
10

5-6-76
02

40%
No exceptions noted.

—
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N
an e  of
B
an k

M
assachuse tts

D
ate  of E

xam
in atlor

N
o. 
of

A
ccts. E

xam
in e d

P
e rce n tage
E
xam

in e d

T
otal 
A
sse ts 

as 
of 6/30/76

L
M
assachuse tts

T
ruth  in

 L
e n d in g 

|
E
xam

in ation  F
in d ’s

U
-1U

-76
80

9 5%
 

i
Io 
e xce ptio n s 

n ote d

S
B
—

5-26-76
528

30%
N o 

e xce ptio n s n ote d

---...

3-16-76
27U

80%
In
co
rre ct d

isclo
su
re  

on  d e m
an d lo

an
s.

In
co
rre ct d

isclo
su
re  

on  som
e  p e rso n al 

loan s 
an d  p

ro
p
e rty

im
prov e m

e n t lo
an
s.

N
o. 
of 

e xce ptio n s 
cite d

: 
30 

•

V
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N
am
e of

B
ank

M
assachusetts

D
ate of E

xam
ination

N
o. 
of

A
ccts.E

xam
ined

P
ercentage
Exam

ined

T
otal 
A
ssets 

as 
of 6/30/76

M
assachusetts

T
ruth in

 L
ending 

E
xam

ination F
ind’s

4-6-76
35

53%
N
one

4-23-76
705

30%
In
co
rrect d

isclo
su
re 

of finance charge 
and A

.P
.R
. 
on charge 

card agreem
ent ar.d/o: 

P
eriodic S

tatem
ent. 

N
o. 
of exceptions 

cited
: 
68

4-7-76
600

25%

c

In
co
rrect d

isclo
su
re 

on In
stallm

en
t loans 

In
co
rrect d

isclo
su
re 

on auto lo
an
s. 

In
co
rrect d

isclo
su
re 

on tin
e 
and dem

and 
lo
an
s. 
No d

isclo
su
re 

of deferm
ents. 

S
ecu

rity
 not id

en
ti- 

ed on tim
e and 

_dem
and loans. 

In
co
rrect com

putatio: 
of reb

ates. 
*

N
o. 
of executions 

cited
: 
207 "

5-24-76
800

10N
o. 
of e:ceptions :17C

In
co
rrect ccm

putatior 
of reb

ates.
In
co
rrect 

term
inologj 

on d
isclo

su
re.

Som
e 
accounts w

ith 
blank finance 

charges 
and/or T

otal 
of 

Paym
ents. 

R
ight of 

rescissio
n
 not 

pro
p
erly

 o
ffered

. 
P
rovision fo

r 
balloon paym

ent not 
d
isclo

s-d
.

f
 

X
X



N
am

e o f
M

a ssa chuse tts
D

a te  o f  E
x a m

ina tlor
N

o. 
o f

A
e cts.E

x am
ine d

P
e rce nta g e

E x am
ined

T
ota l

A
sse ts 

a s 
o f  6/30/76

M
a ssa chuse tts

T
ruth in

 L
e nding  

E
x am

ina tion F
ind’s

2-12-76
A

.P
.R

. 
d

isclo
se d

 on 
som

e a ccounts 
in

co
rre ct. 

C
ustom

er 
did not in

d
ica te  

d
e sire  f o

r 
cre d

it 
(lif e

 
insura nce .

Som
e 

a ccounts w
itn 

ra te  ov e rch a rg e s. 
I n

co
rre ct com

nuta tlor 
o f  re b

a te s. 
Incorre ct 

d
isclo

su
re s 

on 
p
e rio

d
ic 

sta tm
e n

ts. 
N

o. 
o f  

e x ce ptions 
cite d

: 
160

5-27-76
100

6%
I n

co
rre ct d

isclo
su

re ! 
on som

e 
tim

e  
a nd 

• 
unse cure d lo

a n
s.

N
o. 

o f  e x ce ptions 
cite d

: 
23

■
n
r

U
-23-76

215
20%

N
one

9
6-2U

-76
75

10%

I n
co

rre ct A
.PR

.on
som

e lo
a n

s. 
Incorre ct 

cotnpiita tioD
.a  o f  

se v
e ra l 

re b
a te .

N
o. 

o f  e x ce ptions 
cite d

: 
30

2-20-76
250

50%
B

lank A
.P

.R
. 

on som
e 

d
isclo

su
re  

sta te m
e nts 

loa ns 
a nd R

ISS. 
I n

co
rre ct 

A
.P
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A p p e n d ix  4. -  D e p a r tm e n t of Justice

(D ffirv of tip A ttam pu (Livnrral 
WnsJ{ington,Il.(C. 205 30

RE PO RT O F TH E  A TTO RN E Y  G E N E RA L 
TO  TH E  CO N G RE SS O F TH E  U N IT E D  STA TE S 

, ON  TH E  E N FO RCE ME N T O F T IT LE  I
O F TH E  CO N SUME R CRE D IT PRO TE CTIO N  A CT O F 1 96 8  

FO R TH E  CA LE N D A R Y E A R 1 975

TO  TH E  SE N A TE  A N D  H O U SE  O F RE PRE SE N T A TIVE S O F

A M E RICA  IN  CO N G RE SS A SSE MBLE D :

I am  pleased to report on the a ctivities  of the 

D epartm ent of Jus tice in the enforcem ent of T itle I of 

the Consum er C redit Protection A ct of 1 968  (Public Law 

9 0 -3 2 1 ). S ection 1 1 4 of that T itle requires the A ttorney 

G eneral to report on a yearly basis to the C ongress con

cerning  the adm inistration of his functions under that 

T itle, including  such recom m endations as he deem s neces

sary or appropriate. T his report covers calendar year 

1 975 .

SUMMA RY  O F TH E  CO N TE N TS O F T IT LE  I O F 
TH E  CO N SUME R CRE D IT PRO TE CTIO N  A CT O F 1 96 8  

(TH E  TRU T H -IN -LE N D IN G  A CT)

T itle I of the Consum er C redit Protection A ct of 

1 96 8  is  codified in subchapter 1  of chapter 4 1 , T itle 1 5  

of the U nited S tates Code, and consists  of S ections 1 601  

throug h 1 6 6 6 . I t is  known separately as the T ruth-in- 

Lending  A ct.
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T h e A ct is  intended to as s ure a m eaning ful dis 

clos ure of credit term s  s o th at th e cons um er w ill be 

able to com pare more readily  th e v ariou s  credit term s  

av ailable to h im  and to avoid th e uninform ed us e of 

c re dit. In g eneral, th e A ct and R eg ulation Z prom ul

g ated by  th e B oard of G overnors  of th e F ederal R es erve 

S y s tem  require th at lenders  s tate  e x plic itly  and in 

uniform  lang uag e w h at th ey  are ch arg ing  to lend money 

or ex tend credit in alm os t all cons um er trans actions  

inv olv ing  le s s  th an $25,0 0 0  and in all real e s tate  

trans actions  re g ardle s s  of th e am ount. B us ines s  and 

g overnm ent loans  and loans  to buy s e c u ritie s  are exem pt.

T h e A ct als o s e ts  forth  th e nature and form  of credit 

inform ation, w h ich  m us t be dis clos ed in adv ertis ing  

m aterial dis s em inated to th e public.

T h e A ct as s ig ns  th e adm inis trativ e enforcem ent 

of its  requirem ents  to th e follow ing  ag encies : C om ptroller 

of th e C urrency , F ederal R es erve B oard, F ederal D epos it 

Ins urance C orporation, F ederal H ome Loan B ank B oard,

B ureau of F ederal C redit U nions , Inte rs tate  C ommerce 

C om m is s ion, C iv il A eronautics  B oard, D epartm ent of A g ri

c u ltu re , and th e F ederal T rade C omm is s ion.

- 2 -
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P e n al san ction s are  se t forth  in  Se ction  1 1 2 of 

th e  A ct, 1 5  U .S.C. §1 61 1 , w hich provide s th at anyone  w ho 

w illfu lly  and k now ingly give s fa lse  or in accu rate  c re dit 

in form ation  or fa ils to m ake  prope r disclosu re  as re q u ire d 

by th e  A ct, is  g u ilty  of a m isde m e anor, and su b je ct to 

punishm e nt by a fin e  of n ot m ore  than $ 5 ,0 0 0  or im prison 

m e nt for n ot m ore  than  one  y e ar, or b oth.

R ESP O N SIB IL IT IES O F  T HE A T T O R NEY GENER A L  
UNDER  T HE T R UT H -IN -L EN D IN G A CT  

T he  D e partm e nt of Ju stic e  is re spon sib le  for e n forc e 

m e nt of the  crim in al san ction s im pose d by Se ction  1 1 2 of 

the  A ct. A s n ote d above , th e  A ct ve sts adm in istrative  

e n force m e nt in  c e rtain  ag e n cie s. A t th e  pre se n t tim e  

in ve stig ation  in to w he the r or n ot appare nt violation s of 

th e  A ct are  k now ing and w illfu l are  norm ally  conducte d 

by th e se  ag e n cie s. B y agre e m e nt, th e  F e de ral T rade  Com 

m ission  and th e  D e partm e nt of T re asury  re fe r dire c tly  to 

th e  D e partm e nt possib le  crim in al violation s of th e  A ct 

w hich com e  to th e ir atte n tion .

In  vie w  of the  fa ct th at the  re q u ire m e n ts of th e  

A ct are  g e n e rally  se lf-e xe c u tin g , th e  th ru st of our ac

tivitie s  is to prose cu te  u n e thical busin e ssm e n w ho tak e  

u n fair and u n law fu l advantag e  of consum e rs in  a varie ty  

of w ays, in clu din g  the  fa ilu re  to disclose  to consum e rs 

in form ation  re q u ire d by th e  A ct.
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I n  th is co n n ectio n , th e Departm ent o f J u stic e  

has expanded its  in v e stigatio n , which was com m enced in  

1 9 74 , regardin g po ssib le v io latio n s o f 1 5  U .S .C . 1 6 42  

by re taile rs and fin an c ial in stitu tio n s which are fo r

b idden  to  issu e u n so lic ited c redit cards to  consu m ers.

T he ac tiv itie s o f com panies which specialize in  te le 

phone co n tact w ith  consu m ers fo r th e pu rpose o f placin g 

c redit cards has been th e su b ject o f in creased stu dy.

T he D epartm ent o f J u stic e  com m enced an actio n  in  

th e D istric t C o u rt fo r th e D istric t o f O regon in  1 9 75 , 

to  en fo rce th e term s o f a co n sen t cease and de sist 

o rder, o b tain ed by th e F ederal T rade C om m ission. T he 

co n sen t o rder re q u ires an in div idu al and sev eral re lated 

co rpo ratio n s to  com ply w ith  th e su b stan ce and sp irit o f 

th e T ru th -in -L endin g Act and regu latio n s.

O n A u gu st 1 5 , 1 9 75 , th e U n ited S tates D istric t 

C o u rt fo r th e E astern  D istric t o f L o u isiana c e rtifie d 

to  th e A tto rn ey G eneral th at th e c o n stitu tio n ality o f th e 

T ru th -in -L en din g A ct and regu latio n s has been q u estio n ed 

by a len der who was b ein g su ed fo r alleged tru th -in 

len din g v io latio n s and th e U nited S tates was given  

n o tice o f its  righ t to  in terven e pu rsu an t to  2 8  U .S .C . 

2 4 03. T he D epartm ent o f J u stic e  has in terven ed to  pro 

te c t th e c o n stitu tio n ality o f th e Act and regu latio n s.

- 4 -
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F i n a lly, the Dep artm ent of Justi ce has ten 

i n vestigation s underw ay, in clud i n g several refera ls 

from  the F ed eral D ep osit In suran ce C orp oration, con-
1

cem i ng p ossi b le violation s of the A ct and regulation s

RE CO MME NDATIO NS

*  T he Dep artm ent of Justi ce p resen tly has no

recom m end ations for im p roving the efficacy of the

« A ct i n  accom p lishing the i n ten tion s of the C ongress,

i n  the consum er p rotection  area .

R esp ectfully sub m itted ,

E DW ARD H . LE V I 
A ttorney G eneral

♦
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O ffir e o f tbr Altnm ry (S r ir a l 

W as hington, 3 . (C. 2U 53 H

REPORT OP THE ATTORNEY GENERAL '
TO THE CONGRESS OF THE UNITED STATES 

ON THE ENFORCEMENT OF TITLE I'
OF THE CONSUMER CREDIT PROTECTION ACT OF 1968 

FOR THE CALENDAR YEAR 1974

1

TO THE SENATE AND HOUSE OF REPRESENTATIVES OF
AMERICA IN CONGRESS ASSEMBLED:
I am pleased to report on the activities of the

Department of Justice in the enforcement of Title I of 
the Consumer Credit Protection Act of 1968 (Public Law ■ 
90-321). Section 114 of that Title requires the Attorney 
General to report on a yearly basis to the Congress con
cerning the administration of his functions under that 
Title, including such recommendations as he deems neces
sary or appropriate. This report covers calendar year 
197.4.

SUMMARY 0? THE CONTENTS OF TITLE I OF 
THE CONSUMER CREDIT PROTECTION ACT OF 1968 

(THE TRUTH-IN-LENDING ACT)
Title I of the Consumer Credit Protection Act of 

1968 is codified in subchapter 1 of chapter <11, Title 15 
of the United States Code, and consists of Sections 1601 
through 1665. It is known separately as the Truth-in- 
Lending Act.
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The Act is intended to assure a meaningful disclosure 
of credit terms so that the consumer will be able to compare 
more readily the various credit terms available to him and to 
avoid the uninformed use of credit. In general, the Act and 
Regulation Z promulgated by the Board of Governors of the 
Federal Reserve System require that lenders state explicitly 
and in uniform language what they are charging to lend money 
or extend credit in almost all consumer transactions involving 
less than $25,000 and In all real estate transactions regard
less of the amount. Business and government loans and loans 
to buy securities are exempt. The Act also sets forth the 
nature and form of credit information which must be disclosed 
in advertising material 'disseminated to the public.

The'Act assigns the administrative enforcement of its 
requirements to the following agencies: Comptroller of the 
Currency, Federal Reserve Board, Federal Deposit Insurance 
Corporation, Federal Home Loan Bank Board, Bureau of Federal 
Credit Unions, Interstate Commerce‘Commission, Civil Aer
onautics 3oard, Department of Agriculture, end the Federal- _
Trade Commission.

Penal sanctions are set forth in Section 112 of the 
Act, 15 U.S.C. §l6ll, which provides that anyone who willfully 
and knowingly gives false or inaccurate credit Information or

- 2 -
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fails to make proper disclosure as required by the Act, is 
guilty of a misdemeanor, and subject to punishment by a 
fine of not more than $5,000 or imprisonment for not more 
than one year, or both.

In 197*1 > Congress amended the Truth-ir-Lending Act 
with the enactment of HR 11221 which inter a?'a added a new 
chapter to the Act relating to credit billing that creates 
a procedure to resolve credit disputes and protect consumers’ 
credit reports pending such disputes. In addition, Title TV 
of HR 11221 amends Chapter 3 of the Act by creating a new 
section requiring certain disclosures in credit advertising 
where payments by consumers exceed four payments.

RESPONSIBILITIES 0? THE ATTORNEY GENERAL 
UNDER THE TRUTH-IN-LENDING ACT 

The Department.of Justice is responsible for enforce
ment, of the criminal sanctions Imposed by Section 112 of 
the Act. As noted above, the Act vests administrative
enforcement In certain agencies. At the present time investi-

dgation into whether or not apparent violations of the Act
are knowing and willful are normally conducted by these
agencies. By agreement, the Federal Trade Commission and
the Department of Treasury refer directly to the Department
possible criminal violations of the Act which come to their
attention. . *

. - 3 - •
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I n  v iew  of th e fact th at th e requ irem en ts o f th e Act 

are gen erally  self-ex ecu tin g, th e th ru st of ou r activ itie s 

is to  p rosecu te u n eth ical bu sin essm en  w ho tak e u n fair an d  

u n law fu l ad v an tage o f con su m ers in  a v ariety  o f w ays, in 

clu d in g th e failu re  to  d isclo se to  con su m ers in form atio n  

requ ired  by th e Act.

' I n  th is co n n ectio n , in  1 97 4, sev eral in d ictm en ts

w ere retu rn ed  by a fed eral gran d  j u ry  in  Vest V irgin ia

again st th e o fficers of a home im prov em en t co n stru ctio n

compan y an d  a sav in gs an d  loan  asso ciatio n  fo r failin g  to

make n ecessary  d isclo su res to  con su m ers u n d er th e T ru th -in -

L en d in g A ct, an d  fo r m ail frau d , 1 3 U .S .C . 1 341 .
*  -  {

S ome o f th e d efen d an ts p lead ed  g u ilty  an d  su bsequ en tly  

coop erated  w ith  th e U n ited  S tates A ttorn ey  as th e in v estiga

tio n  by th e gran d  j u ry  co n tin u ed  to  examin e, o th er home 

im prov em en t co n stru ctio n  firm s an d  fin an cial in stitu tio n s 

in  th e state . B ecau se o f its com p lex ity an d  m agn itu d e th e 

in v estigatio n  cou ld  co n tin u e fo r some tim e.

As rep o rted  last year a ban k  n ear H ou ston , T ex as, wa~s~ 

charged  w ith  failin g  to  accu rately  d isclo se to  its con su m ers 

th e fin an ce charge o f tran sactio n s as an  an n u al p ercen tage 

rate . On  K ay 9, 1 97 4, th e d efen d an t w as fou n d  g u ilty  an d
V.

fin ed  $500,00.-

-  4 -



Finally, the Department of Justice has undertaken 
an investigation regarding possible violations of 15 U.S.C, 
1642 by several retailers and financial institutions for 
issuing to consumers credit cards without the consumers 
making an application.

RECOMMENDATIONS
In view of the recent amendments to th: Act, the 

Department of Justice presently has. no recomm idations for 
improving the efficacy of the Act in accomplishing the 
intentions of the Congress in the consumer protection area.

Respectfully submitted,

WILLIAM B. SAX3S 
Attorney General



193

© ffirv o f tlje Altnm vo (JS rac rnl 

Wash ing ton,B. (C. 2 05 30

REPORT OF THE ATTORNEY GENERAL 
TO THE CONGRESS OF THE UNITED STATES 

ON THE ENFORCEMENT OF TITLE I 
OF THE CONSUMER CREDIT PROTECTION ACT OF 1968 

FOR THE CALENDAR YEAR 1973
1

TO THE SENATE AND HOUSE OF REPRESENTATIVES OF

AMERICA IN CONGRESS ASSEMBLED:
I am pleased to report on the activities of the Department 

of Justice in the enforcement of Title I of the Consumer Credit 
Protection Act of 1968 (Public Law 90—321). Section 114 of 

that Title requires the Attorney General to report on a yearly 

basis to the Congress concerning the administration of his 
functions under that Title, including such recommendations as 

he deems necessary or appropriate. This report covers calendar 

year 1973.
SUMMARY OF THE CONTENTS OF TITLE I OF 

THE CONSUMER CREDIT PROTECTION ACT OF 1968 
(THE TRUTH-IN-LENDING ACT)

Title I of the Consumer Credit Protection Act of 1968 is 

codified in subchapter 1 of chapter 4l, Title 15 of the United 
States Code, and consists of Sections 1601 through 1665. It 

is known separately as the Truth-in-Lending Act.
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The Act is intended to assure a meaningful disclosure of 
credit terms so that the consumer will be able to compare more 
readily the various credit terms available to him and to avoid 
the uninformed use of credit. In general, the Act and Regu
lation Z promulgated by the Board of Governors of the Federal 
Reserve System require that lenders state explicitly and in 
uniform language what they are charging to lend money or extend 
credit In almost all consumer transactions involving less than 
$25,000 and In all real estate transactions regardless of the 
amount. Business and government loans and loans to buy se
curities are exempt. The Act also sets forth the nature and 
form of credit information which must be disclosed in adver
tising material disseminated to the public.

The Act assigns the administrative enforcement of Its 
requirements to the following agencies: Comptroller of the 
Currency, Federal Reserve Board, Federal Deposit Insurance 
Corporation, Federal Home Loan Bank Board, Bureau of Federal 
Credit Unions, Interstate Commerce Commission, Civil Aer
onautics Board, Department of Agriculture, and the Federal 
Trade Commission.

Penal sanctions are set forth in Section 112 of the Act,
15 U.S.C. §l6ll, which provides that anyone who willfully and

2
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knowingly gives false or inaccurate credit information or 

fails to make proper disclosure as required by the Act, is 

guilty of a misdemeanor, and subject to punishment by a fine 

of not more than $5,000 or imprisonment for not more than 

one year, or both.
RESPONSIBILITIES OF THE ATTORNEY GENERAL 

UNDER THE TRUTH-IN-LENDING ACT

The Department of Justice is responsible for enforcement 

of the criminal sanctions imposed by Section 112 of the Act. 

As noted above, the Act vests administrative enforcement in

agencies. At the present time investigation into 

whether or not apparent violations of the Act are knowing and 

willful are normally conducted by these agencies. By agree

ment the Federal Trade Commission and the Department of 

Treasury refer directly to the Department possible criminal 

violations of the Act which come to their attention. In the 

next year we plan to reach similar agreements with other 

agencies.
Tn view of the fact that the requirements of the Act are 

generally self-executing, the thrust of our activities is to 

prosecute unethical businessmen who take unfair and unlawful 

advantage of consumers in a variety of ways, Including the 

failure to disclose to consumers information required by the

Act.

- 3 -
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In  t h is co n n ect io n , In  1 973, t h ree  crim in al in fo rm atio n s 

w ere file d  by U n ited S tat es A t to rn eys alleg in g  v io lat io n s o f th e 

A ct. In  on e case, th e ow n er of a C lev elan d, O hio, home im p rove

m en t bu sin ess w as charg ed w ith  failin g  t o  disclo se  in  h is con 

t rac t s  t h at  a th ree- day rig h t  of re c isio n  co uld be e x ercised 

by co n sum ers. T he defen dan t  p leaded g u ilty t o  tw o co u n ts an d 

w as fin ed $ 1 ,000. In  a seco n d in fo rm atio n , t h e  ow n er o f a *

jew elry bu sin ess w as charg ed w ith  failin g  t o  disclo se  t o  h is

c redit  custom ers t h e fin an ce charg e o f t h e t ran sac t io n  ex p ressed *
I

as an  an n ual p ercen tag e rat e . F ollo w in g  t rial, th e defen dan t  

w as acq u it t ed by t h e ju ry. In  t h e t h ird  case a ban k  n ear 

H ousto n , T ex as, has been  charg ed w ith  failin g  t o  accu rat ely 

disclo se  t o  it s  c redit  custom ers t h e  fin an ce charg e o f th e 

t ran sac t io n  ex p ressed as an  an n ual p ercen tag e rat e . T he de

fen dan t  p leaded n o t  g u ilty. N o t rial date has been  se t  by t h e 

C o u rt. In  addit io n , t h ree  in v e st ig at io n s w ere term in ated w ith 

o u t  p ro secu t io n .

As in dicat ed in  las t  ye ar's re p o rt , a L os A n g eles, C ali

fo rn ia, sw immin g p o o l firm  an d t h ree  o f It s  o ffic e rs w ere 

In dic t ed In  O ctober, 1 972, fo r v io lat io n s o f 1 5 U .S.C . 1 6 1 1  

an d co n sp iracy, 1 8 U .S.C . 371 . A fter a t rial to  th e C ourt 

commen cin g  on  F ebruary 6 , 1 973, tw o o f t h e o ffic e rs w ere

-  4 -
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found guilty of conspiracy and for not informing consumers 
of their three-day right to rescind. The firm and third 
officer were acquitted by the Court. As yet, no trial date 

has been set in the Western District of Missouri regarding 
the indictment of a Kansas City heating and air conditioning

company.
At the present time five cases are under investigation 

to determine whether criminal prosecution is warranted.
RECOMMENDATIONS

The Department of Justice presently has no recommendations

for improving the efficacy of the Act in accomplishing the 
intentions of the Congress in the consumer protection area.

Respectfully submitted,

wi:
Attorney General



(O ffirv  n f tl}p A ttor n ey © en eral 
W n rihin gtn n ,!!. (C. 205RB

REPO RT O F THE A TTO RNEY GENERA L 
TO  THE CO N GRESS O F THE UN ITED  STA TES 

O N THE ENFO RCEM ENT O F TITLE I  
O F THE CO NSUM ER CRED IT PRO TECTIO N  A CT O F 19 6 8 

FO R THE CA LEND A R YEA R 19 71

TO  THE SEN A TE AND HO USE O F REPRESEN TA TIV ES. r

O F A M ERICA  IN  CO NGRESS A SSEM BLED ;

I  am  p le a se d  to  r e p o r t on  the  a c ti v i ti e s o f  the

D ep ar tm en t o f  J u stic e  in  the  en fo r cem en t o f  T itle  I  o f

the  C on sum er  C r e d it Pr o te c tio n  A ct o f  19 6 8  ( Pu b lic  Law

9 0- 3 21 ). Se c tio n  114 o f  tha t T itle  r e q u ir e s the  A tto r n ey

G en e r al co r e p o r t on  a y e a r ly  b a sis to  the  C o n gr ess co n -  
. *  r

c e r n in g the  a d m in istr a tio n  o f  his f u n c tio n s u n d e r  tha t

T i tle , in c lu d in g su ch r eco m m en d atio n s as he deem s n e c e ssa r y

o r  a p p r o p r ia te . This r e p o r t c o v e r s c a le n d a r  y e a r  1 9 7 1 .

SUM M A RY O F THE CO NTENTS O F TITLE I  O F 
THE CO NSUM ER CRED IT PRO TECTIO N  A CT O F 19 6 8 

(THE TRUTH IN  LEN D IN G A CT)
/

T itle  I  o f  the  C on sum er  C r e d it P r o te c tio n  A ct o f.z z
19 6 8 i s c o d if ie d  i n  su b c ha p te r  1 o f  c ha p te r  41 , T itle  15  o f  

the  U n ited  Sta te s C ode, an d c o n sists o f  Se c tio n s 16 01 thr o u gh 

1 6 6 5 . I t i s kn ow n  se p a r a te ly  as The T r u th i n  Len d in g A ct.
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T he A ct is  intended to as s ure a m eaning ful dis 

clos ure of c re dit term s  s o th at th e cons um er w ill be 

able to com pare more readily th e v arious  c re dit term s  

av ailable  to him  and to av oid the uninform ed us e of 

c re dit. In g eneral, the A ct and R eg ulation Z prom ul

g ated by the B oard of G overnors  of th e F ederal R es erv e 

S ys tem  req u ire  th at lenders  s tate  e x plic itly  and in uniform  

lang uag e w hat th ey are ch arg ing  to lend money or ex tend 

c re dit in alm os t all cons um er trans actions  inv olv ing  le s s  

than $2 5,000  and in all real e s tate  trans actions  reg ard

le s s  of th e am ount. B us ines s  and G overnm ent loans  and 

loans  to buy s e c u ritie s  are ex em pt. T he A ct als o s e ts

forth  th e nature and form  of c re dit inform ation w hich m us t 
. . r

be dis clos ed in adv ertis ing  m aterial dis s em inated to^.the 

pu blic .

T he A ct as s ig ns  the adm inis trativ e  enforcem ent of

its  req uirem ents  to th e follow ing  ag encies : C om ptroller of

th e C urrency, F ederal R es erv e B oard, F ederal D epos it 
/

Ins urance C orporation, F ederal H ome L oan B ank B oard, B ureau 

of F ederal C redit U nions , Inte rs tate  C ommerce C om m is s ion, 

C iv il A eronautics  B oard, D epartm ent of A g riculture and th e 

F ederal T rade C om m is s ion.

P enal s anctions  are s e t forth  in S ection 1 1 2  of 

th e A ct, 1 5 U .S .C . § 1 61 1 , w hich prov ides  th at anyone w ho
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w illfu lly  and know ingly gives false or inac c u rate c redit 

inform ation or fa ils to make proper disc losu re as requ ired 

by the A c t, is gu ilty  of a m isdem eanor, and su bjec t to 

punishm ent by a fine of not more than $ 5,000 or  im prison

ment for  not more than one year, or both.

R E SPO N SIB ILITIE S O F TH E  ATTO R N E Y G E N E RAL 
U N D E R THE  TRU TH IN  LE N D IN G  ACT

The D epartm ent of Ju stic e is responsible for 

the enforcem ent of the c rim inal sanc tions imposed by 

S ec tion 112  of the A c t. As noted above, the A ct vests 

adm inistrative enforcem ent responsibilities in c ertain 

agenc ies. I have entered into arrangem ents w ith these 

agenc ies for  the investigation and r efer r a l to the appro

pr iate U nited S tates A ttorney of possible w illfu l and 

know ing violations of the A ct w hich come to th eir  attention.

The D epartm ent's rec ords indic ate that du ring 

c alendar year 19 71 nine c ases w ere refer red to the appro

pr iate U nited S tates A ttorney for c onsideration as to 

c rim inal prosec ution. In five instanc es, prosec ution w as

dec lined because there w as insu ffic ient evidence of w ill

fu lness to ju stify  retu rn of an indic tm ent. P rosec ution
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w a s  d e c lin e d  f o r  th e  sa m e  r e a s o n  in  th e  tw o  c a s e s  u n d e r  

in v e s tig a tio n  a t  th e  tim e  o f  m y  p r e v io u s  r e p o r t. F o u r  

' c a s e s  a r e  p r e s e n tly  u n d e r  in v e s tig a tio n  to  d e te r m in e

w h e th e r  p r o s e c u tio n  i s  w a r r a n te d .

I n  a d d itio n , o n  N o v e m b e r 1 9 , 1 9 7 1 , th e  g r a n d

-  ju r y  f o r  th e  W e s te rn  D i s t r i c t  o f  W is c o n s in , a f t e r  a n

in v e s tig a tio n  c o n d u c te d  o n  th e  i n i t i a t i v e  o f  th e  U n ite d

« S ta te s  A tto r n e y , r e tu r n e d  in d ic tm e n ts  a g a in s t e ig h t

in d iv id u a ls  c h a r g in g  v io la tio n s  o f  S e c tio n  1 1 2  o f  th e

A c t, 1 5  U .S .C . 5 1 6 1 1 . O n e  o f  th e  I n d iv id u a ls  in d ic te d

h a s . e n te r e d  a  p le a  o f  g u ilt y  w h ic h  h a s  b e e n  a c c e p te d  b y  
. - r

th e  c o u r t. &

R E C O M M E N D A T IO N S

T h e  D e p a rtm e n t o f  J u s t i c e  h a s  n o  s p e c if ic  re c o in  

m e n d a tio n s  to  m a k e  c o n c e r n in g  th e  e f f ic a c y  o f  th e  A c t in

a c c o m p lis h in g  th e  in te n tio n s  o f  th e  C o n g re s s  in  th e  c o n -

✓  '
s u m e r p r o te c tio n  a r e a .

R e s p e c tf u lly  s u b m itte d ,

JO H N  N . M IT C H E L L  
A tto r n e y  G e n e r a l
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J a nua ry 2, 1 971

REPORT OF THE ATTORNEY GENERA L  
TO THE CONGRESS OF THE UNITED STA TES 

ON THE ENF0RCE1ENT OF TITL E I 
OF THE C0N3UHSR CREDIT PROTECTION ACT OF 196 8 
> FOR THE CALEK DAR YEAR 1970-

TO THE SENATE AND HOUSE OF REPRESENTA TIV ES

0 ?  A M ERICA IN CONGRESS ASSEM B L ED:

I am  pleased  to  r epo r t on th e a c ti v i ti e s o f  th e D epartm ent

o f  J u sti c e  i n  th e en fo rcem en t o f  T i tle  I o f  th e Consu m er C r e d i t

Pr o tec ti o n  A ct o f 1968 (Pu b li c L aw  9 0 -3 2 1). S ecti o n  li b  o f  th a t

T i tle  r e q u i r e s th e A tto rn ey  G en eral to  r epo r t on a y e a r ly  b a si s

to  th e  Congress co n cern in g th e a d m i n i str a ti o n  o f  h i s f u n cti o psz .

u n d er th an  T i tle , i n clu d i n g su ch recom m endations as he deem s

n ecessary  o r  appr o pr i a te. Th is r e po r t co v ers calen d ar y ea r  19 7 0.

SUM M ARY OF THE CONTENTS 0 ?  TITL E I 
THE CONSUM ER CREDIT PROTECTION ACT 0 ?  196 8 

(THE TRUTH IN L ENDING A CT)

T i tle  I o f  th e Consu m er C red i t Pr o tec ti o n  A ct o f  1968 

i s co d i f i e d  i n to  su b ch apter 1 o f  ch apter bl> T i tle  1$ U n ited  S ta tes 

Code and c o n si sts o f S o ctio n s 16 01 th ro u gh  16 6 5 . It i s know n 

sepa r a te ly  es The Tr u th  i n  L end ing A ct.

The A ct i s i n ten d ed  to  assu re a m ean in gfu l d i sclo su r e  

o f  c r e d i t term s so  th a t th e consu m er w i ll b e ab le to  com pare m ore 

r e a d i ly  th e v a r i o u s c r e d i t term s a v a i la b le  to  h im  and to  o v o id  th e
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uninform ed  use of cre d it. In general, th e Act and  Regulation Z 

prom ulgated  by th e Board  of Governors of th e F ed eral Roserve System  

req uire th at lend ers state ex plicitly  and  in  uniform  language w h at 

th ey are ch arging to lend  m oney or extend  cre d it in  alm ost a ll 

consum er transactions involving less th an $ 2 5,000 and  In  a ll re a l 

estate transactions regard less of th e am ount. Business and  Governm ent 

loans and  loans to  buy secu rities are exem pt. 'T he A ct also sets forth
z #

th e nature and  form  of cre d it inform ation w hich  m ust be d isclosed  in  

ad vertising m aterial d issem inated  to th e public.

T he Act assigns th e ad m inistrative enforcem ent of its 

requirem ents to  th e follow ing agencies: Com ptroller of th e Currency, 

F ed eral Reserve Board , F ed eral D eposit Insurance Corporation, F ed eral 

Home Loan Bank E card , Bureau of F ed eral Cred it U nions, In te rsta te  

Com m erce Com m ission, Civil A eronautics Board , D epartm ent of A griculture 

and  th e  F ed eral T rad e Com m ission.

- anal sanctions are set fo rth  in  S ection 1 1 2  of th e A ct, 

S ection l6 ll,  T itle  1 5 U nited  S tates Cod ey w hich  provid es th a t anyone 

w ho w ill fa tly  and  know ingly gives false or inaccurate cre d it inform ation 

or fa ils to  m ake proper d isclosure as req uired  by th e A ct,, is gu ilty  

of a m isd em eanor, and  subject to punish m ent by a fine of not m ore th an 

$ 5,000 or im prisonm ent for not m ore th an one year, or both .

RE SPO N SIBILIT IE S OF T HE  AT T ORHE T  GENERAL 
UNDER T HE  T RU T H IN  LENDING ACT  

' T he D epartm ent of Justice is responsible for th e enforce

m ent of th e crim inal sanctions im posed  by S ection 1 1 2  of th e A ct.

As noted  above, th e Act vests ad m inistrative enforcem ent re spo n sibilitie s
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in  certain cgenciea. I have entered into  arrangem ents with these 

agencies fo r the investigatio n and referral to  the appro priate United 

States A tto rney o f po ssible w illfal and knowing vio latio ns o f the 

A ct which cone to  their attentio n.

The D epartm ent's reco rds indicate that during calendar 

year 19 7 0  twelve cases were referred to  the appro priate United States 

A tto rney fo r co nsideratio n as to  crim inal pro secutio n. In ten
r  tinstances, pro secutio n was declined because there was insufficient 

evidence o f w illfullness to  ju stify  return o f an indictm ent. Two 

cases are presently  under investigatio n to  determ ine whether 

pro secutio n is warranted. To date, no crim inal pro secutio ns 

have been in ititated  fo r vio latio ns o f Sectio n 112  o f the A ct.

RECOM M ENDATIONS

The D enartm ent o f J ustice has no specific recom m endatidna
• z -co ncerning the efficacy  o f the A ct in accom plishing the intentio ns 

o f the C ongress in  the consumer pro tectio n area.

Respectfully  subm itted,

ĴO H N  N . M ITCHELL 
A tto rney G eneral
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A p p e n d ix  5 . — F e d e r a l  R e s e r v e  Syste m

B O A R D  O F G O VE R N O R S 
o r  T H E

F ED ER A L R ESE R V E  SY STEM
W A SH IN G T O N , O. C. 20551

O FFIC E  O F T H E  VIC E  C H A IR M A N

July 16, 1976

The H on orab le W illia m  P ro x m ire 
Chairm an
Com m ittee on B an kin g, H ousin g 

and  U rb an  A ffa irs
U n ited  Sta tes  Sen ate 
W ashin gton , D .C. 20510

D ear Mr. Chairm an :

Our letter o f June 25 tra n s m itted  a d ra ft b ill enco m pas s in g 
a num b er o f recom m en d ation s  b y the B oard  fo r s im plifyin g  chan ges  in  
the T ruth in  Len d in g A ct a s  a res ult o f your reques t. A fter further 
review the B oard  now recom m en d s three a d d itio n a l chan ges  in  the A ct.
A  d ra ft b *ill tha t would  im plem en t thes e chan ges  is  en clo s ed . The 
B oard  a ls o  s ug g es ts  tha t your Com m ittee s tud y four a d d itio n a l a rea s  
fo r s im plifica tio n , d es crib ed  b elow. The B oard  d oes  n o t m ake uncon
d itio n a l recom m en d ation s  in  thes e four a rea s  b ecaus e s im plifica tio n  
o f the A ct in  thes e res pects  m ight res ult in  lo s s  o f certa in  con sum er 
pro tectio n s . The B oard  b elieves  tha t a d optio n  o f its  recom m en d ation s  
fo r s im plifica tio n  would  n o t d eprive con sum ers  o f es s en tia l in fo rm a tio n  
n eed ed  to  shop fo r cred it o r to  un d ers ta n d  their cred it arra n gem en t, 
such as  the am ount o f cred it, fin a n ce cha rg e, an n ual percen ta g e ra te, 
an d  repaym en t term s .

The firs t recom m en d ation  fo r further s im plifica tio n  would  
elim in a te the item iza tio n  o f certa in  charges  enum erated  in  Sectio n  
106(d ), which requires  tha t such charges  b e d is clo s ed  if they a re 
to  b e ex clud ed  from  the fin a n ce charge. The B oard  b elieves  tha t 
such item iza tio n  is  n o t n eces s a ry fo r the pro tectio n  o f con sum ers . 
Sectio n  106(e) d oes  n o t co n ta in  an  item iza tio n  requirem en t fo r 
s im ila r charges  in  rea l pro perty tra n s a ctio n s  in  o rd er to  ex clud e 
them  from  the fin a n ce cha rg e, an d  no pro b lem s  seem  to  have a ris en  
b ecause o f the lack  o f such a requirem en t.

The secon d  recom m en d ation  would  elim in a te d is clo s ure o f the 
type o f s ecurity ta ken  in  co n n ectio n  w ith a cred it tra n s a ctio n . The 
B oard  b elieves  tha t this  d is clo s ure, which is  o rd in a rily couched  in  
hig hly techn ica l la n gua ge, provid es  little, if an y, us eful in fo rm a
tio n  to  the con sum er in  m akin g a cred it d ecis io n . It m ight a ls o  b e 
n oted  tha t this  requirem en t ha s  g iven  ris e to  a co n s id era b le am ount 
o f litig a tio n  an d  m ay im pose s ub s ta n tia l b urd en s  w ithout co n co m itan t 
con sum er b en efits .

79-848 0  - 77 - 14
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T he  th ird re c o m m e n datio n  w o uld lim it th e  re qu ire m e n ts o f 
S e c tio n s 128(a) an d 129 (a) re g ardin g  c le a r ide n tific a tio n  o f p ro p e rty  
tak e n  as se c u rity  fo r a c lo se d-e n d c re dit tra n sa c tio n  to  m ake  it 
in ap p lic ab le  to  th o se  ite m s o f p ro p e rty  th a t are  b e in g  p u rc h ase d as 
p a rt o f th e  c re dit tra n sa c tio n . Sin c e  th e  p ro p e rty  tak e n  as se c u rity  
is u su ally  lim ite d to  th e  ite m  b e in g  p u rc h ase d, th is c han g e  w o uld in  
m o st c ase s e lim in ate  disc lo su re  o f a fa c t o f w hic h c o n sum e rs are  g e n e rally  
alre ady  aw are .

T he  additio n a l fo u r are as th a t y o ur C o m m itte e  m ay w ish to  
c o n side r in v o lv e  p o te n tia l adv e rse  im pac ts o n  c o n sum e rs th a t sh o u ld 
be  w e ig he d c a re fu lly  a g ain st th e  b e n e fits o f sim p lific a tio n  b e fo re  
C o n g re ss de te rm in e s th a t suc h  disc lo su re s are  e lim in ate d. T he  first 
o f th e se  c o n c e rn s p re e m p tio n  o f in c o n siste n t S tate  law s, S tate  e xe m p
tio n s, an d th e  v a lidity  o f law s p ro v idin g  g re a te r c o n sum e r p ro te c tio n  
(S e c tio n s 111(a) , 123 , an d 17 1). T he  B o ard b e lie v e s th a t th e  b e n e fit 
fro m  a p re e m p tio n  o f a ll sim ila r e xistin g  S tate  law s in  th is are a  by  
th e  Fe de ral sta tu te  m ay o utw e ig h  an y  lo ss o f p ro te c tio n  to  c o n sum e rs 
an d w o uld ju stify  suc h  a c tio n  by  C o n g re ss. In  th is re sp e c t, th e  dra fte rs 
o f th e  U n ifo rm  C o n sum e r C re dit C o de , w hic h w as o rig in a lly  de sig n e d in  
p a rt to  affo rd S tate s a b asis fo r o b tain in g  an  e xe m ptio n  fro m  C h apte r 2 
o f th e  T ruth  in  L e n din g  A c t, hav e  aban do n e d th at ap p ro ac h . T he  p re fato ry  
n o te  to  th at A c t sta te s in  p a rt (a t p . xxxiv ):

" [T ]h is A c t e v ide n c e s th e  c o n c lu sio n  th a t C o n g re ss 
has pre e m pte d th e  fie ld o f disc lo su re  an d an y  atte m p t 
o f S tate s to  re m ain  in  th e  fie ld by  e n ac tin g  sta tu te s 
an d re g u latio n s o f th e ir o w n  c ause  [sic ] su b sta n tia lly  
m o re  harm  th an  g o o d."

A s an  a lte rn a tiv e  to  th e  ado p tio n  o f su b sta n tia lly  sim ila r law s by  a 
S ta te , th e  C o de  w o uld in c o rp o rate  th e  Fe de ral disc lo su re  law  by  re fe re n c e  
so  as to  p ro v ide  a S tate  w ith  th e  a u th o rity  to  e n fo rc e  th e  Fe de ral law .

T he  se c o n d are a  th a t th e  B o ard qu e stio n s in v o lv e s e n fo rc e m e n t 
o f th e  A c t. M uch o f th e  p re se n t c o m p le xity  o f th e  A c t an d R e g u latio n  Z 
re fle c ts th e  im pac t o f th e  c iv il lia b ility  c o n side ratio n s. T he  th re a t 
o f se v e re  p e n a ltie s fo r re la tiv e ly  m in o r te c h n ic a l v io la tio n s h as le d 
m an y c re dito rs to  se e k  g re a te r c e rta in ty  by  re q u e stin g  o ffic ia l B o ard 
am e n dm e n ts an d in te rp re ta tio n s, w hic h fu rth e r c o m p lic ate  th e  re g u la tio n . 
A ltho ug h p riv ate  c au se s o f a c tio n  p ro v ide  an  im p o rtan t e n fo rc e m e n t to o l 
fo r th e  A c t, th e  B o ard b e lie v e s th a t C o n g re ss sh o u ld c a re fu lly  re v ie w  
th e  p re se n t c iv il lia b ility  p ro v isio n s to  de te rm in e  w h e th e r m o dific atio n s 
in  the m  m ig ht re du c e  n e e dle ss litig a tio n  an d th e  re su ltin g  re g u lato ry  
c o m p lic atio n s.

T he  B o ard has tak e n  o n e  a c tio n  an d is c o n side rin g  a n o th e r 
th a t m ay a ssist in  re du c in g  u n n e c e ssary  litig a tio n . T he  B o ard has 
ado pte d p ro c e du re s im ple m e n tin g  th e  p ro v isio n s o f P u b lic  Laws 9 4-222
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an d 9 4-239 , w h ich  pro vide  a de fe n se  fo r cre dito rs re ly in g  upo n  le tte rs 
issu e d by du ly  au th o riz e d o fficia ls o f th e  B o ard in  co n n e ctio n  w ith  
R e g u latio n s B  an d Z . I n  a dditio n , th e  B o ard is co n side rin g  th e  de ve lo p
m e n t o f stan dardiz e d T ru th  in  L e n din g  disclo su re  fo rm s, o r po rtio n s o f 
fo rm s, o n  w h ich  cre dito rs co u ld re ly  in  co m plyin g  w ith  th e  A ct. T h e se  
fo rm s co uld pro ve  e spe cia lly  b e n e ficia l to  cre dito rs, such  as sm all 
re ta ile rs, wh o  do  n o t h ave  acce ss to , o r can n o t affo rd, spe cia liz e d 
le g a l co u n se l to  de sig n  th e ir fo rm s.

W h ile  th e se  m e asure s sh o u ld to  so me  e xte n t re duce  th e  pre se n t 
vo lum e  o f litig a tio n  an d a lle via te  co n fu sio n  re su ltin g  fro m  th e  co m
ple xity  o f th e  Act an d th e  re g u la tio n , th e  B o ard u rg e s th a t C o n g re ss 
also  study  th e  p o ssib ility  o f lim itin g  th e  pe n alty  pro visio n s o f th e  
sta tu te  to  vio la tio n s th a t a ctu a lly  in te rfe re  w ith  th e  co n sum e r's 
a b ility  to  make  m e an in g ful co m pariso n s o f cre dit te rm s. O n ly a 
lim ite d n um be r o f te rm s se e m  to  be  g e n u in e ly  h e lpfu l in  th is re g ard.
T h e se  pro b ab ly  in clu de  th e  an n u al pe rce n tag e  ra te , th e  fin a n ce  ch arg e , 
th e  am o un t fin a n ce d, an d th e  re paym e n t sch e du le . I t may be  th a t c ivil 
lia b ility  sh o u ld be  in cu rre d o n ly  fo r m ate ria l m isstate m e n ts o f th e se  
te rm s, le avin g  te ch n ical vio la tio n s to  b e  de a lt w ith  by adm in istra tive  
re m e die s. U n de r pre se n t law  a cre dito r may b e  pe n aliz e d fo r pu re ly  
te ch n ical vio la tio n s o f w h ich  th e  co n sum e r may h ave  b e e n  u n aw are  a t 
th e  tim e  an d w h ich  in  n o  way e n te re d in to  th e  de cisio n  to  acce pt o r 
re je c t th e  cre dit te rm s o ffe re d. T h is situ a tio n  le n ds itse lf to  abuse  
an d h as o ve rburde n e d so me  co u rts w ith  T ru th  in  L e n din g  litig a tio n .

T h e  th ird are a re la te s to  S e ctio n s 128(a) an d 1 29 (a), w h ich  
re q u ire , amo n g o th e r th in g s, disclo su re  o f ce rta in  te rm s an d am o un ts 
use d in  de te rm in in g  th e  am o un t fin an ce d in  clo se d-e n d cre dit tra n sactio n s 
B y in tro du cin g  a va rie ty  o f te rm s an d fig u re s in to  th e  disclo su re s, 
th e se  pro visio n s c e rta in ly  co n trib u te  to  th e  le n g th  an d co m ple xity  o f 
th e  disclo su re s to  co n sum e rs. H o w e ve r, th e y  spe cify  th e  m ath e m atical 
pro g re ssio n  to  b e  use d by th e  cre dito r in  de te rm in in g  th e  am o un t fin an ce d 
an d also  pro vide  in fo rm atio n  th a t co n sum e rs may fin d u se fu l in  u n de r
stan din g  th e  te rm s o f th e  cre dit tra n sactio n .

F o u rth , y o ur C o m m itte e  may also  w ish  to  co n side r w h e th e r th e  
co ve rag e  o f cre dit fo r a g ricu ltu ra l pu rpo se s w ith in  th e  sco pe  o f th e  
T ru th  in  L e n din g  Act is n e ce ssary . C o ve rag e  o f such  cre dit h as cause d 
n um e ro us co m ple xitie s in  R e g u latio n  Z . T h e re  is a q u e stio n  w h e th e r an  
Act de sig n e d to  pro te ct co n sum e rs sh o u ld in clu de  a ty pe  o f cre dit th a t 
is re la te d prim arily  to  b u sin e ss o r co m m e rcial a ctivity .

T h e  su g g e stio n s m e n tio n e d h ave  b e e n  de ve lo pe d th ro u g h  an  
e xte n sive  re vie w  o f th e  A ct's re q u ire m e n ts pe rfo rm e d by th e  B o ard's 
sta ff w ith  th e  assista n ce  o f se ve ral o u tside  co n su lta n ts. T h is 
re vie w  re la te d prim arily  to  th o se  pro visio n s o f T ru th  in  L e n din g  th a t 
w e re  co n tain e d in  th e  o rig in a l Act an d fo r th e  m o st pa rt a ffe ct o n ly  
clo se d e n d cre dit tra n sa ctio n s.  Each  se ctio n  o f th a t Act was ca re -
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fu lly  e xam ine d  as  a cand id ate  fo r e lim inatio n o r m o d ificatio n, 
atte m p ting to  balance  c re d ito r bu rd e ns  in p ro v id ing th e  info rm atio n 
w ith  th e  cons u m e r p ro te c tio ns  th at th e  info rm atio n p ro v id e s . O f 
co u rs e , th e  p ro v is io ns  re gard ing op e n e nd  c re d it are  e q u ally  com p le x 
and  c e rtainly  w arrant fu rth e r atte ntio n by C o ngre s s  and  th e  B oard . 
S ince  th e  re c e nt F air C re d it B illing Act am e nd m e nts  are  s o  c lo s e ly  
re late d  to  op e n e nd  c re d it,  h o w e v e r, w e  be lie v e  th at p ro p o s als  fo r 
s im p lific atio n in th is  are a s h o u ld  aw ait fu rth e r e xp e rie nce .

1 h op e  th at you  w ill find  th is  d is cu s s io n u s e fu l in yo u r 
co ntinu ing e ffo rts  in th e  fie ld  o f cons u m e r p ro te c tio n.

S inc e re ly  y o u rs

S te p h ,

E nclo s u re

«
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A  B IL L

To a m end the T ruth in  L ending A ct 

B e i t ena cted by th e Sena te a nd H ouse of R epresen ta tives 

o f th e U nited Sta tes of A m erica  in  C ongress a ssem bled, th a t sectio n

10 6 (d) of the T ruth in  L ending A ct (15  U .S.C . 16 0 5 (d)) is a m ended to

rea d  a s follows:

"(d) T he follow ing item s sh a ll n o t be included in  

the com puta tion of the fin a nce cha rge with respect

* to  a ny tra n sa ctio n :

(1) F ees a nd cha rges prescribed  by law which 

a ctu a lly  a re o r w ill be pa id to public o ffici a ls 

fo r determ in ing th e ex istence of o r fo r perfectin g 

or relea sin g o r sa tisfy in g a ny secu rity  rela ted  to

the cred it tra n sa ctio n .

(2 ) T he prem ium  pa ya ble fo r a ny insura nce in  lieu

of perfectin g a ny secu rity  in te rest otherw ise req u ired  

by th e cred ito r in  connection  with th e tra n sa ctio n , i f 

th e prem ium  does not ex ceed the fees a nd cha rges de

scribed  in  pa ra gra ph (1) which would otherw ise be 

pa ya ble.

(3) T a x es.

(4) A ny o th er type of cha rge which is n o t fo r cred it 

a nd the ex clusio n  of which from  th e fin a nce cha rge is

♦

a pproved by th e B oa rd by regula tio n ^'
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S ec tio n  2 . S ec tion 1 2 8 (a )(1 0 ) of the T ruth in  L ending  A c t (1 5 U .S .C .

1 6 3 8 (a )(1 0 )) is  a m ended to rea d a s  fo llow s :

"(1 0 ) A s ta tem ent in d ic a tin g  tha t a  s e c urity  in tere s t is  

ta k en  in  a ny p ro p erty  whic h is  the s ub je c t of the exten s ion 

of c red it a nd a  c le a r id en tific a tio n  of a ny o ther p ro p erty  

in  whic h a  s e c urity  in tere s t is  held  or is  to  b e reta in ed

or a c quired b y the c red ito r in  c o n n ec tio n  with the exten s io n  to

of c red it."

S ec tio n  3 . S ec tion 1 2 9(a )(8) of the T ruth in  L ending  A c t (1 5 U .S .C . *

1 6 3 9 (a )(8)) is  a m ended to  rea d a s  fo llow s :

"(8) A s ta tem ent in d ic a tin g  tha t a  s e c urity  in tere s t is  

ta ken in  a ny p ro p erty whic h is  a c quired with the p ro c eed s  of 

the exten s ion of c red it a nd a  c l e a r id e n tific a tio n  of a ny 

o ther p ro p erty in  whic h a  s e c urity  in te re s t is  held  or is  to  

b e reta in ed  or a c quired b y the c red ito r in  c onnec tion with

the exten s io n  of c red it."

♦
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T h is  s eventh  A nnual R eport on T ruth  in L ending  is  s ubmitted 

to th e Con g res s  by th e B oard of G overnors  of th e Federal R es erve Sys 

tem. T h is  report includes  information on th e B oard's  admin is tration of 

its  functions  under th e T ruth  in L ending  A ct and an as s es s men t of th e 

ex tent to w h ich  compliance w ith  th e req u irements  of th e T ruth  in 

L ending  A ct is  being  ach ieved. T h e B oard plans  to s ubmit recommen

dation s  for amendments  to th e A ct early in 1 9 76 in its  reg ular A nnual 

R eport to Cong res s .

I. A D M INIST RA T IV E  FU NCT IO NS

A . O ffice of Saver and Cons umer A ffairs

T h e res pon s ibilities  of th e O ffice of Saver and Cons umer 

A ffairs  (O SCA ), es tablis h ed in A ug u s t 1 9 74  to admin is ter th e B oard's  

T ruth  in L ending  and Securities  Credit reg ulatory function s , h ave 

expanded during  1 9 75 to include implementation and admin is tration 

of th e F a ir Credit B illing  and E q ual Credit O pportunity A cts  

(T itles  III and V  of P ublic Law  9 3-4 9 5), as  w ell as  rule-w ritin g  

auth ority to proh ibit unfair or deceptive acts  or practic es  of banks  

(Federal T rade Commis s ion Improvement A ct, T itle II of P ublic Law  

9 3-637).

B . A mendments  and I n terpretation s --R eg ulation  Z

F air Credit B illing  A ct Reg ulations

In September 1 9 75 th e B oard is s ued final reg ulation s  

amending  Reg ulation Z to implement th e F air Credit B illing  A ct, an 

amendment to th e T ruth  in L ending  A ct contained in T itle II I of
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P ublic L aw 93-495 . The F air C red it B illing  A ct was passed  by  the 

C ong ress because of its concerns that cred ito rs were not respond ing  

adequately  to alleg ations of billing  erro rs and that consum ers had 

no ef fective m eans of resolving  billing  d isp u tes.

The issuance of the reg ulations culm inated  nearly  a y ear 

of d raf ting  and red raf tin g , d uring  which tim e the B oard  and its staf f  

consulted  extensively  with consum er and cred ito r represen tatives, 

consultants, and m em bers of the Truth in L end ing  A d visory  C om m ittee 

to in sure that the reg ulations would provide consum ers with all the 

protections m and ated  by  the A ct within a fram ew ork  that is w ork able 

and d oes not im pose unnecessary  burd ens on consum ers or cred ito rs. 

The proposed  reg ulations w ere f irst published  f or com m ent in early  

M ay , following a m eeting  of the A d visory  C om m ittee. The proposal 

elicited  m ore than 30 0  com m ents from  in terested  p arties and the 

g eneral public. A f ter analy zing  the issues raised  in the com m ents, 

the B oard  published a revised  proposal of reg ulations in early  A ug ust 

and announced its intention to hold in f orm al hearing s to so licit 

views on som e of the m ore troublesom e issues which had  arisen.

H earing s were held in early  A ug ust. The w itnesses who 

testif ied  represented  ban k er, bank  card , or retail m erchant trad e 

associations, as well as consum er g roups. The oral testim on y  to

g ether with the w ritten com m ents received  in resp o n se to the revised  

proposal served  as a f u rther b asis f or d raf ting  the final reg ulatioris 

which were issued  in m id - S eptem ber and which, except f or pro v i

sions with specified  tran sitio n  perio d s, went into ef fect on 

O ctober 2 8, 1 975 .
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T h e  F air C re d it Billing A ct and its im p le m e nting re gula

tio ns e stablish  an e rro r re so lutio n p ro ce dure  fo r co nsum e rs to  u tiliz e  

in re so lving cre d it billing disp ute s p ro m p tly  and fairly . T h e  e rro r 

re so lutio n p ro ce dure  is d e signe d to  assu re  th at co nsum e rs asse rting 

billing e rro rs ge t p ro m p t atte ntio n by  re quiring an ackno w le dgm e nt »

o f th e ir inquiry  w ith in 30  day s and a re so lutio n w ith in tw o  billing

cy cle s (but in no  case  m o re  th an 9 0  day s). W h ile  th e  e rro r re so lu - *

tio n p ro ce d u re  is go ing o n, th e  co nsum e r m ay  w ith h o ld p ay m e nt o f

am o unts in disp ute  and th e  cre d ito r m ay  no t re p o rt to  any  th ird

p arty  th at th e  co nsum e r is d e linque nt w ith  re sp e ct to  such  am o unts

w ith h e ld. F ailu re  o f a cre d ito r to  co m ply  w ith  th e  billing e rro r o r

cre d it re p o rting p ro visio ns o f th e  re gulatio ns re su lts in a fo rfe iture

o f th e  disp ute d am o unt, up to  $5 0 , re gard le ss o f w h e th e r o r no t an

e rro r h as be e n m ade .

T h e  re gulatio ns also  im p o se  affirm ativ e  re sp o nsib ilitie s 

o n cre d ito rs to  e lim inate  ce rtain p ractice s de e m e d unfair to  co nsum e rs 

w h o  u se  cre d it card s o r o th e r o p e n e nd cre d it acco unts. C re d ito rs 

o f o p e n e nd acco unts th at p ro vid e  a tim e  p e rio d w ith in w h ich  th e  

custo m e r m ay  pay  w ith o ut incurring a finance  ch arge  m u st se nd th e ir 

p e rio dic state m e nts at le ast 14 day s b e fo re  th e  date  sp e cifie d fo r

p ay m e nt to  avo id im p o sitio n o f finance  ch arge s. C re d ito rs m ust also  *

p ro m p tly  (a) cre d it p ay m e nts to  avo id th e  im p o sitio n o f any  finance  

ch arge s afte r a p ay m e nt is re ce iv e d , (b) cre d it an acco unt to  re fle ct
*

cre d it re funds fo r re tu rne d  m e rch andise , and (c) cre d it o r re fund 

any  e xce ss p ay m e nts m ade  o n an acco unt.
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A n other m a jor prov isio n  of the reg u la tio n s a llow s a  c on 

su m er, u n der spec ified c o n ditio n s, to w ithhold pa ym en t a n d a ssert 

a g a in st a c a rd issu er a n y c la im s (other tha n  to rt) or defen ses to 

pa ym en t tha t he ha s a g a in st the m erc h a n t a risin g  ou t of the tra n s 

a c tio n  tha t g a v e rise to the debt.

T he reg u la tio n s a lso prohibit c erta in  pra c tic es betw een  

c a rd issu ers a n d m erc h a n ts th a t the C o n g ress c o n sidered a n tic om 

petitiv e. C a rd issu ers a re prohibited from  req u irin g  m erc h a n ts to 

obta in  from  them , a s a  c on dition  for pa rtic ipa tin g  in  the c a rd pla n , 

a n y serv ic es tha t a re n ot essen tia l to the opera tio n  of the c a rd 

pla n . A lso, c a rd issu ers a re prohibited from  prev en tin g  m erc h a n ts 

from  offerin g a  disc o u n t to c u stom ers w ho pa y in  c a sh ra th er tha n  

by c redit c a rd.

In  this c on n ec tio n , the A c t a n d the reg u la tio n s en c o u ra g e 

m erc h a n ts to offer disc o u n ts for pa ym en t in  c a sh ra th er tha n  by 

c redit c a rd by prov idin g th a t, if spec ified c on dition s a re m et, dis

c ou n ts of u p to 5 per c en t for c a sh do n ot c o n stitu te fin a n c e c h a rg es 

u n der the T ru th in  L en din g A c t a n d, c o n sequ en tly , do n ot ha v e to be 

disc lo sed a s fin a n c e c h a rg es on  pu rc h a ses m a de w ith c redit c a rds. 

T his prov isio n  ha s c rea ted a  g rea t dea l of c o n tro v ersy w ith respec t 

to its a pplic a bility to su rc h a rg es. A  su rc h a rg e pric in g  system  is on e 

in  w hic h a n  extra  c h a rg e is lev ied w hen  a  c redit c a rd is u sed a n d, 

in  effec t, resu lts in  a c a sh c u stom er rec eiv in g  a  low er pric e for 

pa yin g in  c a sh . T he qu estio n  is w hether the C o n g ress in ten ded su r

c h a rg e sy stem s to be in c lu ded u n der the broa d desig n a tio n  "disc o u n ts
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f o r  cash. " A rgum e nts o n bo th side s o f  the  issue  w e r e  adv ance d 

dur ing the  co ur se  o f  the  B o ar d's de libe r atio ns o n this q ue stio n.

S ince  the  le gislativ e  histo r y  gav e  no  cle ar  indicatio n as to  co n

gr e ssio nal inte nt, and since  the  "disco unt" p r o v isio n is an e xce p tio n 

to  the  ge ne r al p r incip le  o f  disclo sur e  e m bo die d in the  T r uth in L e nding 

A ct, the  B o ar d in its f inal r e gulatio ns inte r p r e te d the  te r m  "dis

co unt" nar r o w ly as e xcluding sur ch ar ge  p r icing sy ste m s and w r o te  

to  C o ngr e ss r e q ue sting additio nal le gislativ e  guidance  o n this que stio n.

(A  co p y o f the  B o ar d's le tte r  is attache d as A p p e ndix A . )

Ide ntif icatio n o f T r ansactio ns o n P e r io dic B illing S tate m e nts

In S e p te m be r  1975  the  B o ar d ado p te d an am e ndm e nt to  

Re gulatio n Z  to  im p le m e nt S e ctio n 411 o f P ublic L aw  93-495 . T he  

am e ndm e nt se ts o ut r e q uir e m e nts p e r taining to  de scr ip tio ns o f 

cr e dit tr ansactio ns that cr e dito r s ar e  r e q uir e d to  f ur nish to  th e ir  

custo m e r s o n o r  w ith p e r io dic state m e nts unde r  an o p e n e nd cr e dit 

p lan.

S e ctio n 411 r e f le cts the  C o ngr e ss' co nce r n that co nsum e r s 

be  giv e n suf f icie nt inf o r m atio n o n o r  w ith th e ir  p e r io dic state m e nts 

f o r  o p e n e nd cr e dit car d acco unts.to  e nable  the m  to  ide ntif y the  

indiv idual tr ansactio ns that ap p e ar  o n th e ir  state m e nts. T his is

e sp e cially cr ucial at a tim e  w he n incr e asing num be r s o f  cr e dito r s «

ar e  sw itching f r o m  the  m o r e  e xp e nsiv e  and cum be r so m e  "co untr y 

club billing, " in w hich co p ie s o f sale s v o uche r s ar e  include d w ith 

the  p e r io dic state m e nt, to  "de scr ip tiv e  billing, " in w hich de scr ip 

tio ns o f the  tr ansactio ns ar e  substitute d f o r  actual co p ie s o f the
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d o c um ents evid enc ing the tra n sa c tio n s. The d isc lo su res required  

by the regula tio n a re d esigned  to  a id  a  c o n sum er in rec a lling the 

tra n sa c tio n s fo r w hic h he is billed  o r in rela ting the info rm a tio n 

o n the billing sta tem ent to  a  vo u c her sup p lied  a t the tim e o f the 

tra n sa c tio n . Tra n sitio n  p erio d s w ere p ro vid ed  to  a llo w  tim e fo r 

c red ito rs to  m a ke c ha nges in fo rm s, p ro c ed u res, a nd  c o m p uter 

p ro gra m m ing to  c o m p ly w ith the fina l ru les.

R E S P A  D isc lo sure S ta tem ent

In M a y 1 9 7 5 the B o a rd  a d o p ted  a  Truth in L end ing d is

c lo sure fo rm  to  a ssist c o n su m ers in un d ersta n d ing the c red it 

term s in p urc ha ses o f resid en tia l rea l esta te. The d isc lo su re fo rm  

w a s d evelo p ed  p ursu a nt to  the R ea l E sta te S ettlem ent P ro c ed u res 

A c t (R E S P A ), 1 2  U .S .C . § 2 6 01  et seq., w hic h requires tha t 

c o n sum ers in ho m e p urc ha se c red it tra n sa c tio n s be given a  U nifo rm  

D isc lo sure/S ettlem ent S ta tem ent a t lea st 1 2  d a ys p rio r to  settlem en t 

a nd  a ga in a t the tim e o f settlem en t to  in sure tha t they a re info rm ed  

o f the c lo sing a nd  c red it c o sts invo lved  in the tra n sa c tio n . A s the 

a genc y w ith rule-w riting a utho rity fo r the Truth in L end ing A c t, 

the B o a rd  d evelo p ed  the c red it d isc lo su re p o rtio n o f the U nifo rm  

D isc lo sure/S ettlem ent S ta tem ent.

* In c o njunc tio n w ith the a d o p tio n o f the Truth in L end ing 

d isc lo su re fo rm , the B o a rd  d evelo p ed  a  set o f instru c tio n s to

* a c c o m p a ny it. A t the sa m e tim e, the B o a rd  a d o p ted  a n in terp re

ta tio n o f R egula tio n Z rega rd ing the use o f the fo rm .
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T h e  B oard is aw are  th at am e ndm e nts to RESP A  h ave  now

be e n passe d  w h ich  re m ove  th e  re quire m e nt re lating to th e  use  of 

th e  cre d it cost portion of th e  U niform  D isclo sure /Se ttle m e nt State 

m e nt. In ligh t of th is action, th e  B oard inte nds to re scind  its 

im ple m e nting inte rpre tatio n.

D isclo sure  of C losing C osts

In O ctobe r 1 97 5  th e  B oard adopte d an am e ndm e nt to Re gu

lation Z to im ple m e nt Se ction 409 of P ublic L aw  93- 495  re quiring 

d isclo sure  of closing co sts in ce rtain re al pro pe rty  transactio ns- -  

transactio ns in w h ich  a se curity  inte re st in re al pro pe rty  is o r w ill 

be  re taine d  o r acquire d  by  th e  cre d ito r. T h e  am e ndm e nt re quire s 

th at th e  d isclo sure s be  give n prio r to th e  m ak ing of any  dow npay m e nt 

in th e  case  of cre d it sale s and at th e  tim e  th e  cre d ito r m ak e s a

loan com m itm e nt in oth e r e x te nsions of cre d it.

T h e  am e ndm e nt doe s not apply  to transactio ns subje ct to 

RESP A  or to transactio ns e x e m pte d from  RESP A  by  th e  D e partm e nt 

of H ousing and U rban D e ve lopm e nt. T h e  d isclo sure  provisions are  

lim ite d  to re al pro pe rty  transactio ns be cause  th e  B oard fe lt th at, 

in oth e r ty pe s of transactio ns, closing co sts ge ne rally  are  e ith e r 

not pre se nt o r m inim al in am ount and not lik e ly  to vary  from  cre 

d ito r to cre d ito r.

T h e  provisions of th e  am e ndm e nt go into e ffe ct on 

January  31 , 1 97 6. T h is transitio n pe riod  took  account of th e  fact 

th at th e  C ongre ss w as consid e ring, on th e  B o ard 's re com m e ndation, 

th e  re pe al of Se ction 409 of th e  A ct. Now  th at th is se ction h as be e n
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r e p e ale d , the  B oar d inte nds to r e scind the  im p le m e nting  Re g ula

tion Z p r ovision.

V ar iable  Inte r e st Rate s

In D e ce m be r  1 97 4 the  B oar d issue d fo r  com m e nt a p r o p osal 

to am e nd Re g ulation Z to r e q uir e  o th e r  than op e n end cr e d ito r s to 

d isclose  ce r tain info r m ation p e r taining  to any var iable  inte r e st r ate  

clause s containe d in th e ir  p r o m isso r y  note s o r  oth e r  contr actual 

instr um e nts. In g e ne r al, th e se  clause s p e r m it a cr e d ito r  to r aise  

o r  lo w e r  the  contr act r ate  of inte r e st in r e sp onse  to fluctuations 

in m ar ke t r ate s. T he y ar e  ofte n found in long -te r m  oblig ations 

such as hom e  m o r tg ag e s, but the y w e r e  se ldom  invoke d until r e ce ntly 

w he n m ar ke t r ate s incr e ase d  d r am atically.

N um e r ous com m e nts on this p r o p osal have  be e n r e ce ive d. 

T he  B oar d is cur r e ntly  analyzing  th e se  com m e nts and action on the  

p r o p osal should be  fo r thcom ing .

D isclosur e  of S ing le -C om p one nt F inance  C har g e

In N ove m be r  197 5  the  B oar d adop te d an inte r p r e tation of 

Re g ulation Z S e ctions 2 2 6. 8 (c)(8 )(i) and 2 2 6. 8 (d)(3), w hich r e q uir e  

the  d isclosur e  of the  total am ount of the  finance  char g e  w ith a 

"d e scr ip tion of e ach am ount include d. " T he  inte r p r e tation r e late s 

to the  ap p lication of th e se  p r ovisions to o th e r  than op e n e nd cr e d it 

tr ansactions w he n the  finance  char g e  is com p ose d of only a sing le  

e le m e nt. T he  inte r p r e tation p r ovide s that, in instance s in w hich 

th e r e  is only a sing le -com p one nt finance  char g e , the  cr e d ito r  m ay

7 9-8 48  0 - 77 - 15
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s i m p ly d i s clos e that s i n g le elem en t un der the term  "fin an ce charg e" 

w ithout further iden tification  or des cri p tion . H ow ever, w here there 

i s  m ore than  on e elem en t com p ri s i n g  the fin an ce charg e, cred itors  

are required un der R eg ulation  Z  to des cribe each am oun t in cluded 

in  the fin an ce charg e.

C as h A dvan ce C hecks  an d O ther Sup p lem en tal C red it D evices

In  Sep tem ber 1975  the B oard adop ted an  am en dm en t to 

R eg ulation  Z  requiri n g  op en  en d cred itors  who s en d their cus tom ers  

blan k check s  or other s up p lem en tary cred it dev ices  in ten ded for 

us e in  con n ection  w ith their op en  en d cred it accoun ts  to clearly  d i s 

clos e the charg es  an d other p ertin en t cred it in form ation  s p ecifically 

related to the us e of the cred it device delivered.

T he B oard becam e aw are of the n eed for the am en dm en t 

w hen  m an y ban k card i s s uers  beg an  p rovid in g  their cardholders  w ith 

w hat ap p eared to be p ers on alized check s  but w hich, in  fact, w ere 

i n s trum en ts  activatin g  cas h advan ce loan s  charg ed to a cus tom er's  

cred it accoun t. P rior to adop tion  of thi s  am en dm en t, if a cred itor 

had d i s clos ed the term s  of a cas h advan ce loan  before the cus tom er 

us ed the op en  en d accoun t, the cred itor w as  n ot required  to d i s clos e 

cas h advan ce term s  w hen  the checks  w ere i s s ued. T he B oard felt 

that, s i n ce the accoun t m ay have been  op en ed s everal y ears  earlier, 

n ew  d i s clos ures  of the term s  of check - activated cas h advan ce loan s

s hould be rep eated at the tim e of i s s uan ce of s uch check s . T hes e 

d i s clos ure requirem en ts  als o ap p ly to other n ew  cred it devices  

i n corp orated in to an  op en  en d accoun t. T he requirem en ts  becom e 

effective in  Jan uary 1976.
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T i tle IV  of P ublic  Law 93- 4 95 : A m endm ents to the T ru th in Lending A c t

T i tle IV  of P ub li c  Law 93- 4 95  c ontained a num ber of am end

m ents to the T ru th in Lending A c t whic h w ere designed to im prov e 

adm inistration of that A c t. T hese am endm ents effec tuate m any of the 

rec om m endations that the B oard has m ade to the C ong ress in prev ious 

annual rep o rts. In J u ly 197 5  the B oard adopted a series of am end

m ents to Regulation Z  to im p lem ent m ost of these c hanges. T hese 

am endm ents prov ide that:

(1) A dv ertisem ents c onc erning ex tensions of c redi t repay 
able in m ore than four instalm ents and fo r whic h there 
is no financ e c harge identified shal l state that the c ost 
of c redi t is inc luded in the p ri c e of the goods and 
serv i c es (§ 4 0 1).

(2 ) C redi t transac tio ns p rim ari ly  fo r ag ri c u l tu ral purposes 
w here the am ount financ ed ex c eeds $2 5 ,0 0 0  are ex em pt 
from  the disc losu re prov isions of the T ru th in Lending 
A c t and Regulation Z  (§ 4 0 2 ).

(3) Enforc em ent resp o nsib i l i ti es under the T ru th in Lend
ing A c t be rem ov ed from  the Interstate C om m erc e 
C om m ission and that the F arm  C redit A dm inistration 
be added as an enforc em ent agenc y for ag ri c u l tu ral 
c redi t insti tu tions under i ts superv ision (§ 4 0 3).

(4 ) T he right of resc issio n in residential real property  
transac tio ns ex p ires three y ears from  the date of the 
c onsum m ation of the transac tio n or upon the sale of 
the p ro p erty , w hic hev er o c c u rs earl i er (§ 4 0 5 ).

(5) Issu ers of c redi t c ards and businesses o r organizations 
m ay c ontrac t w ithout reg ard to the o ther relev ant p ro 
v isions of Regulation Z  regarding  the l iab i l i ty  for 
unauthorized use of the c ards when (a) the c ard issu er 
issu es ten o r m ore c ards to a sing le business o r o rgan
ization fo r use by i ts em p loyees, and (b) the l iab i l i ty 
im posed on suc h em ployees fo r unauthorized use does 
not ex c eed $5 0 , the am ount perm itted by Regulation Z  
(§ 4 10 ).

(6) A ny c redi t transac tio n inv olv ing an agenc y of a S tate 
as c redi to r is not subjec t to the right of resc issio n 
(§ 4 12 ).



( 7 ) T h e  cre d ito r of an ope n e nd account m ay allow  a longe r 
p e riod th an th at disclose d  to th e  custom e r in w h ich  to 
m ake  paym e nt in full and avoid additional finance  
ch arge s (§ 415).

( 8 ) S e ction 226 . 1 (c), w h ich  re fe rs to statuto ry civil and 
crim inal p e n altie s, is re vise d  to include  provisions for 
( a) crim inal liability for ce rtain  fraudule nt acts re late d  
to cre d it cards (§ 414), (b) civil liab ility in individual 
o r class actions for cre d ito rs w h o fail to com ply w ith  
C h apte r 2 o r C h apte r 4 ( Fair C re d it B illing) and 
corre sponding provisions of R e gulation Z  (§ 408 ), (c)
a cre d ito r's d e fe nse  fo r good faith  com pliance  w ith  
R e gulation Z  (§ 406 ), (d) single  re cove ry for m ultiple  
failure s to d isclose  in a single  account (§ 407 ), and 
( e ) civil liability of assign e e s fo r violations of d isclo 
sure  re q uire m e n ts w h e re  th e  violation is appare nt on 
th e  face  of th e  instrum e n t assign e d  (§ 413).

C . A dvisory C om m itte e

A s pre viously m e ntion e d , th e  B oard conve ne d a m e e ting of 

th e  T ruth  in Le nding A dvisory C om m itte e  in th e  p ast ye ar. T h e  

m e e ting took place  on A pril 22, 197 5, and w as h e ld fo r th e  purpose  

of obtaining m e m b e rs' vie w s on th e  B o ard 's proposal of re gulations 

to im ple m e nt th e  Fair C re d it B illing A ct. T h e  C om m itte e  discusse d  

policy obje ctive s of th e  propose d re gulations and und e rtook a se ction- 

by-se ction  analysis of th e  proposal to pinpoint are as like ly to cause  

proble m s for consum e rs and cre d ito rs and to m ake  sugge stions as to 

h ow  th e se  proble m s m igh t be  alle viate d . T h e  C om m itte e  m e m b e rs 

sugge ste d  solutions w h ich , in m any instance s, w e re  incorporate d  into 

th e  re gulations. (A  list of A dvisory C om m itte e  m e m b e rs is attach e d  

as A ppe ndix B . )
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D . S tate E xem p tions

N o new  requests from  S tates for exem p tion from  the dis

closure, rescission, or credit  card requirem ents of the T ruth in 

L ending  A ct w ere filed w ith the B oard during  1 9 75. T he ap p lica-  

tion from  Idaho, subm itted in 1 9 74 , w as denied by the B oard on the 

g rounds that Idaho law  w as not sub stantially sim ilar  to the F ederal
<

law .

W ith resp ect  to the exem ptions already g ranted, in lig ht 

of the num erous am endm ents to the A ct and R eg ulation during  1 9 75, 

the B oard's staff has ap p rised the exem pt S tates (C onnecticut, M aine, 

M assachuset ts, O klahom a, and W yom ing ) of the leg islativ e and 

reg ulatory actions required to be taken to assure that  their law s 

rem ain sub stantially sim ilar  to the F ederal A ct.

In addition, the F a ir  C redit  B illing  A ct (C hapter 4  of the 

T ruth in L ending  A ct) contains a p rov ision sim ilar  to the exem ption 

p rov ision in C hap ter 2 of the A ct authorizing  the B oard to g rant  

S tate exem ptions from  the requirem ents of the F air  C redit  B illing  

A ct w hen the S tate law  is sub stantially sim ilar  or provides g reat er  

p rotection to consum ers. T he B oard plans to adopt a supplem ent 

to R eg ulation Z  that w ould set  out the p rocedure for p rocuring  S tate

*  exem ptions under the F air  C redit  B illing  A ct. T he supplem ent 

w ould also detail the p rocedure to be follow ed by a S tate in seeking

• a B oard determ ination as to w hether a S tate law  is inconsistent  

w ith the F air  C redit B illing  A ct.
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E . L itigation

W hile num erous co urt decisio n s concerning  Truth  in L ending

w ere handed dow n in 1 9 75, the m o st notew orthy opinion, and the only

case directly involving the Board (as am icus curiae), w as the decision  
1 /

in Ives v. W . T. G rant C om pany, decided b y the U .S . C o urt of 

A ppeals fo r the S econd C ircuit.

The Ives decision  w as significant in tw o resp ects. F irst,  

it upheld the B o ard's auth o rity to issue S ection 2 2 6 . 1 2 (c) of Regu

latio n  Z , w hich provides th at the F ederal co urts have jurisdictio n  

in all Truth  in L ending actions fo r civil liab ilities including actions 

arisin g  under statutes of S tates that have b een g ran ted an exem ption 

fro m  the req uirem en ts of C h apter 2  of the Truth  in L ending A ct.

S econd, the Ives case held th at even if a finance ch arge 

is com posed of only one elem en t, that single elem en t m ust be 

individually item iz ed w ithin the finance ch arg e categ o ry. This 

decision  prom pted the in terpretatio n  adopted b y the Board in 

N ovem b er 1 9 75 w hich states that Regulation Z  does not req uire 

item iz atio n  of the only elem ent of a sin gle-co m ponent finance ch arg e.

F . E ducation

F ederal enforcem ent agencies and th e exem pt S tates are *■

continuing th eir effo rts to educate co n sum ers and credito rs as to 

th eir rig h ts and respo n sib ilities under the Truth  in L ending A ct.
P ---------- 1 ’

D ecided July 31 , 1 9 75, U .S .C .A . fo r the S econd C ircuit 
(4  C C H  C o n sum er C redit G uide J  9 8, 56 1 ).
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W y o m ing has added a co nsum er educatio n specialist to  its staff and 

has develo ped a seven - h o ur co nsum er credit educatio nal presen ta

tio n to  be used in high sch o o ls, co lleges, and adult educatio n pro 

gram s. O klaho m a has develo ped three curriculum  guides and revised 

its T eachers' G uide to  C o nsum er C redit w hich is used by  m o re than 

1 6 0 0  teachers statew ide. O klaho m a has also  published a D ictio nary  

4  o f C redit T erm s, as w ell as public info rm atio n bo o klets highlighting

the substantive pro visio ns o f that S tate's credit law s. C o nnecticut, 

in co njunctio n w ith the C o nnecticut C o o rdinating C o uncil fo r C o nsum er 

A ffairs, has established a credit co unseling service to  help co nsum ers 

w ho  experience credit pro blem s.

T he D ivisio n o f C o nsum er E ducatio n o f the F ederal T rade 

C o m m issio n (F T C ) has develo ped public service ann o uncem ents that 

have been distributed by  the F T C  regio nal o ffices to  radio  and 

televisio n  statio ns, new spapers, and pro fessio nal educato rs. T hese 

anno uncem ents are designed to  info rm  co nsum ers ho w  to  use T ruth 

in L ending term s w hen sho pping fo r credit and are distributed in 

bo th E nglish and S panish. T he F T C 's D ivisio n o f C o nsum er E duca

tio n also  prepared an article entitled "S ho pping fo r C redit C an S ave 

Yo u C ash ," w hich appeared in the Yearbo o k  o f A griculture.

T he N atio nal C redit U nio n A dm inistratio n has develo ped 

a new  publicatio n to  assist credit unio n o fficials in co m ply ing w ith 

T ruth in L ending and o ther statutes that affect credit unio n o peratio ns.

T he Bo ard has been deeply  invo lved in educatio nal effo rts 

o ver the last y ear, w ith the bulk o f its effo rt directed at info rm ing 

co nsum ers and the credit industry  abo ut the new  F air C redit Billing
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A c t reg u lations. The B oard has published a revised pam phlet on 

R egulation Z , as am ended through O c tober 28, 1 9 75 , inc orporating  

c hanges m ade by the F a ir C redit B illing am endm ents and other 

am endm ents to the R egulation; the revised pam phlet also inc ludes 

additions to the appendic es whic h set forth the F a ir C redit B illing 

A c t, questions and answ ers on that A c t, and c opies of the statem ents 

of F a ir C redit B illing A c t rig hts and responsibilities whic h m ust 

be sent to c u stom ers u nder the A c t.

In addition, the B oard has held num erous educ ational 

sessions throughout the c ountry  to train enforc em ent personnel 

and to inform  c reditors of their responsibilities u nder the F air 

C redit B illing A c t. The B oard sponsored a c onferenc e for re pre 

sentatives of the F ederal R eserve B ank s and other enforc em ent 

au thorities to ac quaint them  with the reg u lations, and m eetings 

have been held at eac h of the F ederal R eserve B ank s at whic h 

staff of the B ank s (assisted by B oard staff)  explained the new reg u 

lations to c reditors and answ ered their questions on the reg u lations. 

S ystem  staff has also partic ipated in variou s radio and television 

presentations to m ak e c onsu m ers aw are of their rig hts.

D uring the past y ear, the B oard's staff has also parti c i

pated in the B ank  E x am iners' S c hools and has developed an ex am iners' 

m anual to be used by the exam ining staff of the F ederal R eserve 

B ank s in c hec k ing for T ru th in Lending c om plianc e; the B oard 

plans to update this m anual to inc lude a sec tion on c om plianc e with 

the F a ir C redit B illing A c t.
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T h e  F e de ral R e se rve  B an k of San  F ran cisco h as de ve lope d 

a pam ph le t de sign e d to acq uain t con sum e rs w ith  th e ir rig h ts un de r 

th e  F air C re dit B illin g A ct and be gan  its distribution  in  th e  San 

F ran cisco district. T h e  F e de ral R e se rve  B an k of A tlan ta is also 

distributin g th is pam ph le t.

II. C O M PL IA N C E

B ase d upon  re ports from  e igh t oth e r F e de ral e n force m e n t 

ag e n cie s and five  e x e m pt State s, th e  B oard b e lie ve s th at substan tial 

com plian ce  w ith  th e  w ritte n  disclosure  re q uire m e n ts of th e  T ruth  in  

L e n din g A ct is be in g ach ie ve d. A s h as be e n  th e  case  in  past y e ars, 

th e  g e n e ral con se n sus am on g th e  F e de ral ag e n cie s and th e  e x e m pt 

State s is th at th e  larg e r cre ditors, w h o h ave  acce ss to le gal coun se l 

and w h o are  th us b e tte r able  to h an dle  th e  com ple x itie s of th e  A ct 

and R e gulation , h ave  th e  b e st re cord of com plian ce . T h e  com plian ce  

re cord of th e  sm alle r cre ditors is not as good but con tin u e s to im 

prove  as th e ir know le dge  of th e  A ct in cre ase s. T h e  e n force m e n t 

ag e n cie s and th e  State s g e n e rally  fe e l th at m ost violation s of th e  A ct 

are  te ch n ical in  n ature , re sultin g  from  in adve rte n t e rror or a lack 

of un de rstan din g, particularly  w ith  re gard to irre g ular, com ple x  

tran saction s. H ow e ve r, th e  F e de ral D e posit In suran ce  C orporation  

(FDIC ) h as re porte d th at it h as e n coun te re d a lim ite d n um b e r of 

ban ks w h ich  do re pre se n t supe rvisory  proble m s and h as, in  fact, 

re fe rre d five  case s of appare n t w illful and know in g violation s to 

th e  Justice  D e partm e n t for possible  crim in al prose cution .
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I t is interesting to  no te that the C o m p tro ller o f the C urrency , 

the F D IC , and  the State au tho rities in C o nnecticu t this y ear rep o rt 

an increased  num ber o f vio latio ns o ver p ast y ears, but they  at tribu te 

this to  bet ter exam inatio n p ro ced ures, increased  so p histicatio n o f 

their exam iners, and  greater aw areness o n the p art o f co nsum ers 

rep o rting vio latio ns rather than to  a trend  to w ard  increased  no n-  

co m p liance.

T he F T C  rep o rts that in the area o f cred it ad vertising, 

full co m p liance w ith the A ct is less p revalent than in o ther areas, 

altho ugh the level o f co m p liance ap p ears to  be stead ily  increasing.

In the p ast y ear, the FT C  has begun a p ilo t p ro gram  d esigned  to  

use the C o m m issio n's enfo rcem ent p o w ers, w hich have recently  

been strengthened  by  the F T C  Im p ro vem ent A c t, to  bring abo ut a 

greater d egree o f co m p liance w ith the ad vertising p ro visio ns o f the 

T ru th in L end ing A ct.

A s w as no ted  in last y ear's A nnual Rep o rt, the level o f 

co m p liance w ith the Regulatio n's o ral d isclo sure requ irem ents has 

no t been as high as it has been w ith the w rit ten d isclo sure req u ire

m ents. L ast y ear's rep o rt no ted , ho w ever, that co m p liance w ith the 

o ral d isclo sure requirem ents ap p eared  to  be im pro ving, and  the 

Bo ard  has no t received  any  info rm atio n d uring the p ast y ear w hich 

w o uld  ind icate any  change in this trend .

A t tachm ents
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C H A IR M A N  O F TH E  B O A R D O F G O VE R N O R S 

FE DE R A L R E S E R VE  SY STE M  
W A S H IN G TO N , O. C . 20551

The  H on orable  W illiam  Proxm ire  
Chairman
Committe e  on  B an kin g , H ousin g  an d  

U rban  A ffairs
U n ite d  State s Se n ate  
W ashin g ton , D. C. 2 051 0

De ar N r. Chairman

I am w ritin g  to  re q ue st th e  assistan c e  of th e  Con g re ss in
re so lv in g  a d iffic ult q ue stio n  o f C on g re ssion al in te n t w hic h has arise n  
in  th e  B oard 's e ffo rts to p re sc rib e  re g ulatio n s re q uire d  un d e r Se c tio n  1 6 7 
of th e  F air C re d it B il lin g  A c t (T itre  III of P.L . 93 -495 ).

T hat Se c tio n , w hic h be c om e s e ffe c tiv e  O c tobe r 2 8 , 1 975, p rovid e s 
as fo llo w s:

" 51 6 7. U se  of c ash d isc oun ts

"(a) W ith re sp e c t to  c re d it c ard  w hic h may be  use d  
fo r e xte n sio n s of c re d it in  sal e s tran sac tio n s in  w hic h 
th e  se l l e r is a p e rson  oth e r than  th e  c ard  issue r, th e  
c ard  issue r may n ot, by c o n trac t or oth e rw ise , p ro h ib it 
an y suc h se l l e r from o ffe rin g  a d isc oun t to a c ard h o ld e r 
to  in d uc e  th e  c ard h o ld e r to p ay by c ash, c he c k, or sim ilar 
me an s rath e r than  use  a c re d it c ard .

"(b) W ith re sp e c t to an y sal e s tran sac tio n , an y 
d isc oun t n ot in  e x c e ss of 5 p e r c e n tum  offe re d  by the  
se l l e r fo r the  p urp ose  of in d uc in g  p aym e n t by c ash, c he c k, 
or oth e r me an s n ot in v o lv in g  th e  use  of a c re d it c ard  
sh a l l n ot c o n stitute  a fin an c e  c harg e  as d e te rm in e d  un d e r 
se c tio n  1 06 , if suc h d isc oun t is offe re d  to a l l  p rosp e c 
tiv e  buye rs an d  its av a il a b ility is d isc lose d  to a l l  
p rosp e c tiv e  buye rs c l e arly an d  c o n sp ic uously in  ac c ord an c e  
w ith re g ulatio n s of th e  B oard ."

Subse c tion  (b) has be e n  th e  foc us of th e  p roble m. Y ou w il l n ote
th at th e  Se c tion  d oe s n ot re q uire  an y m e rc han t or c ard  issue r to take  an y 
ac tio n . It m e re ly p rovid e s th at if a m e rc han t c hoose s to o ffe r a d isc oun t 
of up  to 5 p e r c e n t fo r p aym e n t by c ash, th at d isc oun t is e xc lud e d  from  ch< 
c re d it fin an c e  c harg e  fo r the  p urp ose  of T ruth in  L e n d in g  d isc lo sure s. Thi 
d isc oun t c an  thus be  o ffe re d  w ithout makin g  T ruth in  L e n d in g  d isc lo sure s a 
the  p o in t of sal e .
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W h ile th e pro visio n  appears straigh tfo r w ar d , it h as given r ise  to  
perplex in g pro blem s. Fo r ex am ple, w hen m erch and ise w ith  a po sted  price o f 
$100 is availab le  a t th at price b y .u se o f a cr e d it card , and  a t $96 fo r  cas; 
th e d iffe r e n tia l is clear ly  a "d isco u n t" co vered  by th e S ectio n . B ut if an 
a r ticle  h as a po sted  price o f $96, and  is availab le  a t th a t pr ice  fo r  cash , 
and  at $100 by cr e d it card , th ere is d o u bt as to  th e sta tu s o f th e $4 .0 0  
d iffe r e n tia l. Is th e $4 .0 0  d iffe r e n tia l a "d isco u n t" w ith in  th e m eaning o f 
th e S ectio n , o r is it a "prem ium " o r  "su rch arge" and  n o t a "d isco u n t"?

It h as been represen ted  to  th e B o ard  th a t th e eco no m ic effe ct 
m ay be lar g ely  th e sam e in  b o th  cases and  th at so m etim es it m ay be d iffi
cu lt o r im po ssib le in  pr actice to  d istin g u ish  o ne type o f situ a tio n  fro m  
th e o th er . Fro m  th is it h as been argu ed  th at th e d iffe r e n tia l in  bo th  
cases is a "d isco u n t". On th e o th er  h and , it h as been co ntend ed  th at th e 
tw o  m ay d iffe r  w id ely  in  th e ir  m arketing and  o peratin g aspects, th at th e 
w o rd ing o f th e sta tu te  r e fe r s o nly  to  "d isco u n t", and  th at th e price 
d iffe r e n tia l in  th e seco nd  case fa lls o u tsid e th e sta tu te .

O n A pril 3 0, 197 5 , th e B o ard  pu b lish ed  pro po sed  regu latio n s o n 
th e su b ject th at w o uld  h ave ex clu d ed  th e seco nd  type o f d iffe r e n tia l fro m  
th e special treatm en t pro vid ed  by th e sta tu te . O n Ju ly  3 0 , 197 5 , th e B o ard  
pu b lish ed  revised  pro po sals tak in g th e o ppo site po sitio n . Yo u h ave u rged  
th at th e "prem ium " o r "su rch arge" d iffe r e n tia l be tr eated  as a "d isco u n t". 
C h airm an A nnunzio  o f th e C o nsum er A ffairs Subco m m ittee o f th e H o use E anking 
C o m m ittee h as u rged  th at it n o t be tr eated  as a "d isco u n t" w ith in  th e m .eani: 
o f th e sta tu te .

A fter  ex tend ed  co n sid eratio n  th e B o ard  d ecid ed  by a 4 - 3  vo te to  
appro ve a r egu latio n  th at ex clu d es th e seco nd  type o f price d iffe r e n tia l 
fro m  th e special treatm en t pro vid ed  by th e sta tu te . T he B o ard  u nanim o u sly 
agreed  to  seek  yo u r assistan ce in  o b tain in g ex press le g isla tive  actio n  th at 
w o uld  m ake cle ar  th e in ten d ed  applicatio n  o f S ectio n  167  o f th e sta tu te .
T he lack  o f su ch  cla r ify in g  actio n , w ith  atten d in g d ifferen ces o f o pin io n  
as to  C o n gressio nal in te n t, m ay w ell lead  to  co stly  litig a tio n  and  im po se 
su b stan tial bu rd ens o n cr ed ito r s, co nsu m ers and  th e co u r ts.

I an  send ing sim ilar  le tte r s to  th e C h airm en and  ran k in g m in o rity  
m em bers o f th e S enate and  H o use B anking C o m m ittees and  th e C o nsum er A ffairs 
S ubco m m ittees o f th o se C o m m ittees.

S in cerely  y o u rs,

A rth u r F. B u rns
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610 Ed g e w ate r T rail, NW
A tlan ta, G e org ia 30328

M r. Jam e s M. B arry 
M an ag in g  D ire cto r 
T e x as C re d it JUn ion  L e ague  
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D allas, T e x as 75 222

M r. Ed w in  B . B rooks, J r.
P re sid e n t
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A sso ciatio n
S ix th  at Fran klin  S tre e t 
R ich m on d , V irg in ia 23219

M r. 0. C . C arm ich ae l, J r.
C h airm an  of th e  B oard  of

A sso ciate s First C ap ital C o rp o ratio n  
A sso ciate s C o rp o ratio n  of N orth  

A m e rica
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M iss B arb ara A . C urran  
S e n io r R e se arch  A tto rn e y  
A m e rican  B ar Foun d atio n  
115 5  East S ix tie th  S tre e t 
C h icag o , Illin o is 60637

D r. L ouis F. D e l Duca 
P ro fe sso r of Law  
T h e  D ickin so n  S ch ool of Law  
5 06 S outh  C olle g e  S tre e t 
C arlisle , P e n n sylvan ia 17013

M r. J oh n  E. Eid am  
A tto rn e y
1222 S outh  118 S tre e t 
O m ah a, N e b raska 68144

M r. W illiam  F. Jam e s 
P re sid e n t
B ill Jam e s E n te rp rise s 
8015  Fo rsy th , Room  204 
S t. L ouis, M issouri 63105  
T e le p h on e  # : (314)721-4037

M r. R ob e rt J . K le in  
S e n io r Ed ito r 
Mon ey
T im e  L ife  B uild in g  
R o cke fe lle r C e n te r 
N ew  Y ork, N ew  Y ork 10020

M r. R o b e rt R. M aste rto n  
P re sid e n t 
M ain  S avin g s B an k 
15  C asco S tre e t 
P o rtlan d , M ain e  04101

M r. W illiam  F. M e lv ille , J r. 
S e n io r V ice  P re sid e n t 
M arylan d  N atio n al B an k 
B altim o re , M arylan d  21203

M rs. Faith  P rio r 
Ex te n sio n  Fam ily Econ om ist 
T e rrill H all
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M r. R o b e rt W . P ulle n  
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M rs . L y n n ette T ay lo r 
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W as hington, D.C , 20 0 37

M r. P eter  R. T homps on 
P re s iden t
M id- C o n tin en t P r o pe r tie s , In c. 
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M r. Harry  R. V alas  
V ice P re s iden t 
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D enver, C olo rado  8 0 20 9

M is s  B arb ara A. Z immelman 
C o n s ultan t, U rban and 

E conom ic D evelopm ent 
90 5 Peden
Hous ton, T ex as  770 0 6 
T elephone # : (713)526 - 0 68 3
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W h at
Truth In  
L en d ing 
M ean s 
To You
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W e a ll use credit in one form or a nother:

• Some of us cha rge our purcha ses a t depa rtment stores.
• O thers buy ga s a nd oil or resta ura nt mea ls on credit 

ca rds.

• W e ma y buy a  ca r or furniture on the insta lment pla n.
• A lmost everyone signs a  mortga ge w hen he buys a  

house a nd sometimes w hen he a rra nges for a  ma jor 
home improvement.

• O cca siona lly w e'll borrow  money from a  ba nk, fina nce 
compa ny or other lenders for va ca tion use, or per
ha ps, to meet unexpected medica l expenses.

In most ca ses, w e ha ve to pa y a  cha rge for the use of 
credit. The purpose of the Truth in L ending L a w  is to let 
consumers k now  exac tly  w hat that c harge is\. and to let 
them  m ak e c om parisons m ore readily  of the cha rges from 
different credit sources. The la w  therefore req uires creditors 
to sta te such cha rges in a  uniform w a y.

T wo T o R em em ber

The la w  ma kes it ea sier for you to know  tw o of the most 
importa nt things a bout the cost of credit. O ne is the 
financ e c harge— the a mount of money w e pa y to obta in 
credit. The other is the annual perc entage rate, w hich 
provides a  w a y of compa ring credit costs rega rdless of 
the dolla r a mount of those costs or the length of time 
over w hich w e ma ke pa yments. B oth the fina nce cha rge 
a nd the a nnua l percenta ge ra te must be displa yed promi
nently on the forms a nd sta tements used by a  creditor to 
ma ke the req uired disclosures.

L et’s suppose you borrow  $100 for one yea r a nd pa y 
$6  interest for tha t money. If you ha ve use of the entire 
a mount for one yea r you a re pa ying a n annual perc entage 
rate of 6  per cent. B ut if you repa y the $106  in 12 eq ua l 
monthly insta lments, you do not ha ve use of the entire 
a mount for the full yea r. In fa ct, over the entire yea r you 
ha ve the use on the a vera ge of only a bout ha lf the full 
$100. So the $6  cha rge for credit in this ca se becomes a n 
annual perc entage rate of 11 per cent.
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S om e  creditors levy a service charge  or a carrying charge  
or som e  other charge  instead of interest, or perhaps they 
m ay add these  charges to the  interest. U nder the  Truth 
in Lending Law they m ust now total all such charges, 
including the interest, and call the sum  the finance charg e. 
A nd then they m ust list the annual percentag e rate of the 
total charge for credit.

The  Truth in Lending Law does not fix interest rates or 
other credit charges. Y our S tate m ay have a law setting 
a lim it on interest rates, which would still apply.

C redit C ards

The  law also protects you against unauthorized use of your 
credit card. In the event your credit card is lost or stolen, 
the  m axim um  am ount you have to pay for charges m ade  by 
som eone  else is $ 50. In order for the card issuer to hold 
you liable for even that am ount, the unauthorized use 
m ust have occurred b efore you notify the  card issuer that 
your card is lost or stolen. Y ou are  not liable for any 
unauthorized use occurring after you notify the card issuer.

A  card issuer also cannot hold you liable for any un
authorized use unless:

• The  credit card was one  you had requested or used.

• The  card issuer has provided som e  m eans, such as a 
signature  panel or photograph on the  card, to identify 
the  user as the person authorized to use the card.

• The  card issuer has notified you of your potential 
$ 50 liability.

» • The  card issuer has provided you with a form  to use
in notifying him  of loss or theft of your card.

The  law also prohibits card issuers from  sending you a 
credit card unless you requested or applied for it. H owever, 
a card issuer m ay send you, without your request, a new 
card renewing one  you requested or used previously.

79-8 4 8 0  - 77 - 16
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Advertisin g

The  law  also re gulate s the  adve rtising of cre dit te rm s. It 
says that if a busine ss is going to m e ntion one  fe ature  of 
cre dit in its adve rtising, such as the  am ount of dow npay
m e nt, it m ust m e ntion all othe r im portant te rm s, such as the  
num be r, am ount, and pe riod of paym e nts that follow . If 
an adve rtise m e nt state s “O nly $2  dow n,” it m ust also state , 
for e xam ple , that you w ill have  to pay $1 0 a w e e k for the  
ne xt tw o ye ars. H e re  again, the  inte nt is to provide  you 
w ith full inform ation, so that you can m ake  inform e d 
de cisions.

C an cellation s

A nothe r im portant provision of the  law  is de signe d for 
your prote ction in case  your hom e  is use d as se curity in 
a cre dit transaction. This fre que ntly occurs w he n a m ajor 
re pair or re m ode ling job is done  on your hom e  or w he n 
you take  out a “se cond m ortgage ”. W he n you e nte r into 
a cre dit transaction in w hich your hom e  is use d as se curity, 
the  law  give s you thre e  busine ss days to think about it and 
to cance l the  transaction during that pe riod if you w ish.
The  cre ditor m ust give  you w r itten notice of y our  r ight to 
cancel, and if you de cide  to cance l the  transaction, you 
have  to notify  him in w r iting.

W he n you have  this right of cance llation, a contractor
cannot start w ork until the  thre e  days are  up. Y ou m ay give
up your right to cance l and ge t the  w ork starte d w ithout the  *
thre e -day w ait, if you notify the  contractor in w riting
that you face  a re al financial e m e rge ncy and ne e d the
cre dit im m e diate ly to finance  re pairs ne ce ssary to avoid
dange r to you, your fam ily, or your prope rty.

The  right of cance llation doe s not apply to a first 
m ortgage  to finance  the  purchase  of your hom e .
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O ther Provisions

T he law  provides criminal penalties for w illful violators, 
as w ell as civil remedies. You as an individual may sue if a 
businessman fails to make the required disclosures. You 
may sue for twice the amount of the finance charge— for 
a minimum of $100, up to a maximum of $1,000— plus 
court costs and reasonable attorney’s fees.

T he law , and the regulations issued by the Board of 
G overnors of the Federal R eserve System to carry it out, 
contain many other detailed provisions. Businessmen ex
tending credit should of course familiarize themselves 
w ith all of these, to make sure they are complying w ith 
the law. C reditors, as w ell as consumers, w ho w ant to go 
into the matter more deeply may request the free pamphlet, 
“W hat You Ought to K now  A bout T ruth in L ending,” 
from any Federal R eserve Bank or from the Board of 
G overnors of the Federal R eserve System, W ashington, 
D .C . 2 0551.

T o F ind  O ut M ore

A  number of Federal agencies, and in some cases, even 
State agencies, are responsible for enforcing T ruth in 
L ending, depending upon the type and location of the 
company extending credit. If you have any questions about 
T ruth in L ending in connection w ith a particular credit 
transaction, you may w rite to any Federal Reserve Bank or 
to the Board of G overnors of the Federal Reserve System, 
W ashington, D . C . 2 0551. Be sure to identify the name 
and location of the company extending credit so that your 
letter can be brought to the attention of the appropriate 
enforcement agency.

B o a rd o f G o verno rs o f the Federa l Reserve Sy stem  
W a shing to n, D .C . 2 0 551
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H onorable  J e ffre y  M. Buche r 
Board , of G ove rnors of the
F e d e ral Re se rve  S yste m  -

W ashington, D . C . 20551  *

D e ar M r. Buche r: - .

T his is in re sp onse  to  your l e tt e r o f O ctobe r 1 5 , 1 9 7U , ask ing fo r 
inform ation with re sp e ct to  the  following m atte rs in conne ction with 
the  p re p aration o f the  Board 's annual re p o rt to  C ongre ss und e r the  T ruth in L e nd ing A ct:

(1 ) The  ad m inistration of the  FD IC 's e nforce m e nt function 
und e r the  A ct d uring the  last y e ar, includ ing m e thod s of 
e nforce m e nt and  any significan t p roble m s e ncounte re d  with that e nforce m e nt;

(2 ) A n asse ssm e nt of the  e x te n t to  which com p liance  is 
be ing achie ve d  by cre d ito rs sub j e ct to  FD IC 's e nforce m e nt autho rity ;

(3 ) A b rie f d e scrip tion O f any e ffo rts FD IC has und e r
tak e n d uring the  p ast y e ar d e signe d  to  p rovid e  inform ation 
and  e d ucation on T ruth in L e nd ing to  cre d ito rs und e r FD IC 's 
j urisd ictio n  or the ir custom e rs; and ,

(U ) A ny sugge stions or re com m e nd ations which FD IC would  
. care  to  m ak e  fo r change s in  Re gulation Z or in the  T ruthinyL e nd ing A ct.

D uring 1 97*+, FD IC re vise d  its p roce d ure s fo r re p orting vio latio ns 
o f the  T ruth in L e nd ing A ct and  R e gulation Z . P rio r to  this tim e , 
FD IC e xam ine rs had  note d  T ruth in L e nd ing vio lations d iscove re d  
d uring the  course  of an e xam ination in a l e tte r-re p o rt ad d re sse d  
to  the  board  o f d ire cto rs of the  bank  e xam ine d . O n J anuary 1 , 1 97*+, 
FD IC com m e nce d  a p rogram  of se le ctive  withd rawal from  e vam-i n»+ + nn 
of insure d  nonm e m be r bank s in the  state s of G e orgia, Iowa and  
W ashington. A s a p art o f the  p rogram  in the se  thre e  sta te s, and
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in  the sta tes o f M a ryla nd  a nd  V ir ginia  on a n exper im enta l b a sis,
FDIC exam iners b ega n cond ucting sepa r a te exa m ina tions of insu r ed  
nonmemb er b a nks fo r  com plia nce w ith T r uth in  L end ing a nd  other  
la w s. T hese sep a r a te com plia nce exa m ina tions enta iled  com pletion 
o f a  new  T r uth in  L end ing Com plia nce R eport. On S eptem b er 9, 1971*-, 
the p r a ctice of com pleting the T r uth in  L end ing Compliance R eport 
w as extend ed  to  the r em a ining h-5 sta tes a lthough in these sta tes 
the sep a r a te R eport is com pleted  in  conjunction w ith the r egula r  
exa m ina tion o f the su b ject b a nk. A t the tim e the p r a ctice w as 
extend ed , our  exam iners w ere fu r nished  w ith a  r evised  a nd  expa nd ed  
R egula tion Z Exam ina tion G uid e fo r  use a s a n a id  in the exam ining 
p r ocess. V iola tions a nd  d eficiencies now  in d ica ted  in the com pleted  
Com plia nce R eports a r e follow ed  up a s b efo r e b y our  R egiona l O ffices 
•to a ssu r e tha t a pp r op r ia te co r r ective m easures a r e ta ken.

Com pla ints a nd  in q u ir ies from  consum ers a nd  b a nkers continue to  b e 
p r ocessed  in  our  R egiona l O ffices w ith a ssista nce a s necessa r y from  
the W ashington O ffice. W henever a p p r o p r ia te, visita tio ns o r  other  
conta cts w ith the b a nks a r e mad e to investiga te possib le T r uth in 
L end ing viola tio ns a nd  to o b ta in com plia nce. A s a  r u le, ever y effo r t 
is mad e thr ough these inform a l conta cts to a chieve com plia nce on 
a  volunta r y b a sis b efo r e form a l a d m inistr a tive pr oceed ings a r e in i
tia te d  to  compel com plia nce. O ver a ll, w e have not encounter ed  a ny 
sign ifica nt prob lem s in  the a d m inistr a tion o f our “T r uth in L end ing 
enforcem ent function.

During the per io d  from  S eptem b er 16, 1973 through S eptem b er 15 , 197U , 
FDIC exam iners cond ucted  7,U 72 exa m ina tions of insur ed  nonmemb er 
b a nks fo r  com plia nce w ith the T r uth in  L end ing A ct a nd  R egula tion Z . 
A ppa r ent viola tio ns w ere d iscover ed  a nd  r epo rted  in a ppr oxim a tely 10.5 ^  
of the exa m ina tions cond ucted . T his percenta ge figu r e r ep r esents a  
r ise o f 3«3$ over  a  com pa r a b le per io d  cover ed  in our  la st r ep o r t a nd  
is b elieved  to  b e the r esu lt o f the new  pr oced ur es in stitu ted  fo r  
r ep o r ting vio la tio ns. W hile many d iffer en t types o f viola tio ns w ere 
r ep o r te^ , the follow ing w ere fr eq u ently cited : fa ilu r e to d isclose 
the fin a nce cha r ge, inco r r ect d eter m ina tion of the fina nce cha r ge, 
fa ilu r e to  d isclose the a nnua l per centa ge r a te, inco r r ect d eter m ina tion 
o f the a nnua l per centa ge r a te , a nd  fa ilu r e to  fu r nish notice o f the 
r ight to  r escin d  in  a pp r op r ia te ca ses. R easons often sta ted  fo r  non- 
com plia nce inclu d e: m isinter p r eta tio n  o f the la w , cle r ica l e r r o r , 
over sight, a nd  ca r elessness. A  sm a ll num b er of b a nks a ppea r  to  r ep r esent 
a  gr ea ter -tha n-no r m a l supervisor y pr ob lem  in o b ta ining com plia nce w ith 
T r uth in L end ing r eq uir em ents. T hese b a nks a r e, of course, r eceiving
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co n tin uin g fo l l o w -up a tte n tio n  by th e sta ffs o f th e va rio us Regio n a l 
O ffices. O n e ca se o f a ppa re n tly w il l fu l  a n d kn o w in g vio l a tio n  o f 
th e  T ruth  in  L en din g A ct w a s re fe rre d  to  th e a ppro pria te U .S. A tto rn ey 
fo r po ssib le  crim in a l pro secutio n . F D IC issued n o  ce a se-a n d -d esist 
.o rd e rs a ga in st ba n ks fo r vio l a tio n s o f th e T ruth  in  L en din g A ct, 
a lth o ugh  o n e such  o rder issued in  1973 rem a in s o utsta n din g.

F D IC en dea vo rs to  pro vide in fo rm a tio n  a n d educa tio n  to  ba n k ers a n d 
in d ire ctly to  co n sum ers, th ro ugh  th e ex a m in a tio n  pro cess itse l f.
Ba n kers fre q ue n tly discuss q uestio n s th ey m a y h a ve rega rdin g b a n k in g *
l a w  a n d o th e r subjects w ith  o ur ex a m in ers o r direct th ese q uestio n s 
to  th e Regio n a l O ffices. I n fo rm a tio n  is a lso  pro vided d ire ctly to  
co n sum ers in  respo n se to  co m pla in ts a n d in q uiries. I n  a d ditio n ,
F D IC co n tin ues to  pro vide a l l  in sured n o n m em ber ba n ks w ith in  its »
en fo rcem en t ju risdictio n  w ith  a l l  a m en dm en ts a n d o fficia l  in te r
preta tio n s o f R egula tio n  Z .

W e h a ve n o  suggestio n s o r reco m m en da tio n s fo r ch a n ges in  e ith e r th e 
T ruth  in  L en din g A ct o r R egula tio n  Z a t th is tim e.

S in cere ly,

(Sign o d) F ra n k ffil le  
F ra n k  W ille 
Ch a irm a n



Honorable Jeffrey M. Bucher 
Board of Governors of the

Federal Reserve System ' .
Washington, D.C. 20551 ,' ’ '•.•••

Dear Mr. Bucher:

This is in response to your letter of October 9, 1973, asking for infor
mation with respect to the following matters in connection with the prep
aration of the Board's annual report to Congress under the Truth in Lend
ing Act:

. (1) The administration of the FDIC's enforcement function un
der the Act during the last year, including methods of enforce
ment and any significant problems encountered with that en-

. . forcement; ■ ■ • . -

(2) An assessment of the extent to which compliance is being 
. achieved by creditors subject to this agency's enforcement
authority;

(3) A brief description of any efforts this agency has under
taken during the past year designed to provide information and 
education on Truth in Lending to creditors under our jurisdic-

• tion or their customers; and,

(4) Any suggestions or recommendations which the FDIC would 
care to make for changes in Regulation Z or in the Truth in 
Lending Act.

Our field examiners continue to check for compliance with the Act and 
Regulation Z as a regular part of our bank examination program. Examin
ers utilize the Regulation Z Checklist developed by the Federal banking 
agencies to assist them in performing this function. Violations are 
discussed with management during the examination and a detailed letter- 
report is sent to the bank's board of directors. These reports are fol
lowed up by the Regional Offices to assure that corrective measures are 
taken. Every effort is made to achieve compliance cn a voluntary basis 
before administrative action is recommended. Complaints and inquiries 
from consumers and bankers continue to be processed in our Regional Of
fices and, to some extent, in our Washington Office. Whenever appropri
ate, visitations or other contacts with the banks are made to investigate 
possible violations of the Act or Regulation Z and to obtain compliance.
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During the period September IS, 1972 through September 15, 1973, our ex
aminers completed 7,900 bank examinations and wrote 565 letter-reports 
detailing violations of Regulation Z to the banks' boards of directors.
Violations frequently cited were failure to disclose the finance charge, 
incorrect determination of the finance charge, failure to disclose the 

. annual percentage rate, incorrect disclosure of the annual percentage 
. rate, and failure to furnish the notice of the right of rescission where 
• applicable. The number of letter-reports written represents 7.2% of the 

number of banks examined, a decrease of approximately 2% from the compa
rable period covered in our last report. Our examiners have also written
six criminal letter-reports which were transmitted to the appropriate *
United States Attorney citing apparently willful violations of the Truth 
in Lending Act and have written 12 letter-reports to other Federal agen
cies detailing violations by creditors under their enforcement jurisdic- 

■' tion. During 1973, the FDIC issued one Cease and Desist Order against a •
. bank for violations of the Truth in Lending Act. .:

We recently surveyed our Regional Offices to determine the extent of com-
,‘pliance by banks within our enforcement jurisdiction under the Truth in 
•Lending Act. Of the banks in which violations of Regulation Z have been 
reported by letter-report through September 15, 1973, the survey indi- 
cated that 36 banks were receiving follow-up action because the Regional 
Director was not satisfied with the bank’s compliance with the Truth in 

•■ Lending Act. •

The FDIC continues to furnish all banking offices of State nonmember 
banks, as well as noninsured banks, and our field personnel with copies 
of all amendments, interpretations, and other pertinent material. Each 
Regional Office receives a copy of the Public Information Letters pre
pared by the Board's staff. We continue to supplement our examiners' 
field training in Truth in Lending matters by courses at our Training 

•Center and through workshops during our Regional Conferences.| Our exam
iners provide information and education to bankers— and indirectly to 
consumers— through the examination process itself by discussing and an
swering questions raised. Information is also provided directly to con
sumers in response to complaints and inquiries.

We support generally the various technical amendments proposed by the 
Board of Governors in Appendix D of its 1972 Annual Report to Congress 
and, in particular, the recommendation that a creditor's class action 
liability under the Truth in Lending Act be limited to the greater of 
$50,000 or 1% of net worth.

Sincerely,

(Signed} Frank Kille

Frank Kille 
Chairman



M r . F r ed e r ic Solom on, D ir ecto r
D ivisio n o f S uper vision and R egulation
Boar d o f Gover nor s o f  the F ed er al R eser ve System
W ashington, D. C . 20551

D ear  M r . Solom on:

T his is in r esponse to  your  l e tte r  o f S eptem ber  29 , 1 9 7 2, asking that w e 
fur nish info r m atio n w ith r espect to  the fo llo w ing m atter s f o r  use in the 
B oar d's annual r epo r t to  C ongr ess under  the T r uth in L ending A ct:

1 . T he ad m inistr atio n o f our  agency's enfo r cem ent function 
under  the A ct, includ ing m ethods o f enfo r cem ent and any 
sig nif icant pr oblem s encounter ed  w ith that enfo r cem ent;

2 .. A n assessm ent o f the ex tent to  w hich com pliance is b eing 
achieved  by c r ed ito r s sub ject to  our  enfo r cem ent autho r ity;

3 . A  b r ie f  d esc r iptio n o f any e f f o r ts our  agency has under taken 
d ur ing the past year  designed  to  pr ovide info r m ation and 
ed ucatio n on T r uth in L ending to  c r ed ito r s under  our  ju r isd ictio n 
o r  to  the ir  custom er s;

4 . S uggestions o r  r ecom m endations fo r  changes in R egulation Z  
o r  in the T r uth in L ending A ct.

O ur  f ie l d  ex am iner s continue to  check f o r  com pliance w ith the A ct and 
R egulation Z  as a r egular  par t o f the ir  ex am ination pr o cedur e. T he 
R egulation Z  check list developed by the F ed er al banking agencies is 
utiliz e d  in this functio n. V io latio ns discover ed  ar e b r ought to the 
attentio n o f m anagem ent dur ing the ex am ination and d etailed  in l e tte r - 
r epo r ts to  the boar ds of d ir e cto r s o f the hanks invo lved . T hese ar e 
fo llo w ed  up by our  R egional O f fices to  assur e that appr o pr iate co r r ective 
actio n is taken. If  it appear s that fo r m al ad m inistr ative actio n m ay be 
necessar y to  o b tain com pliance, the m atter  is r e fe r r ed  to the C om pliance 
U nit of our  L egal D ivision fo r  appr o pr iate attentio n.  O ur  R egional
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O ffices  als o  h an d le th e bulk o f co m plain ts  and in qu ir ies  r eceived  fr om  
cons um er s  and ban ks . W hen n eces s ar y , a v is itatio n  o r  o th e r  co n tact is  
m ade to  d eter m in e w h eth er  vio latio n s  o f th e A ct o r  R eg ulatio n  Z e x is t 
and to  o btain  com pliance w ith  th is  law .

O ver  a per io d  fr om  S eptem ber  1 6, 1 971  th r oug h  S eptem ber  1 5 , 1 972 , o ur  
exam in e r s  exam ined 7,862  ban ks . D ur ing  th is  per io d , 71 3 le tte r -r e po r ts  
c itin g  vio latio n s  o f R eg ulatio n  Z w er e w r itten  to  th e bo ar d s  o f d ir e c to r s  
o f banks  and 1 4  c r im in al le tte r -r e po r ts  c itin g  appar en tly  w illfu l vio la
tio n s  w er e w r itten  to  th e appr o pr iate U n ited  S tates  A tto r n ey s . In  ad d itio n , 
2 4  le tte r -r e po r ts  s e ttin g  fo r th  appar en t vio latio n s  on th e par t o f c r e d ito r s  
com m itted to  th e enfo r cem ent ju r is d ic tio n  o f som e o th er  F ed er al ag ency w er e 
w r itte n  to  th e appr o pr iate ag en cy . O ur  R eg ional O ffices  als o  handled  49 
in qu ir ie s  fr om  banks  and cons um er s .

T he num ber  o f le tte r -r e po r ts  w r itte n  to  th e boar d s  o f d ir e c to r s  o f banks  
r e pr e s en ts  9.1 %  o f th e num ber  o f banks  exam ined, an in c r eas e  o f appr o x i
m ately  3%  o ver  a com par able per io d  cover ed  in  our  las t r e po r t. T his  r e la
tiv e  in c r e as e , how ever , is  lar g e ly  th e r e s u lt o f th e in cr eas ed  us e o f th e 
le tte r -r e po r t by o ur  exam iner s  in  s itu atio n s  w her e in fo r m al d is cu s s io n  
alo n e had  pr evio us ly  been  us ed . W hile m any d iffe r e n t ty pes  o f vio latio n s  
w er e r epo r ted , th e fo llo w in g  vio latio n s  w er e fr equen tly  c ite d :  failu r e  
to  d is clo s e  th e fin an ce ch ar g e, in co r r e c t d eter m in atio n  o f th e  fin an ce 

-ch ar g e, failu r e  to  d is clo s e  th e an n ual per cen tag e r ate , in c o r r e c t com pu- 
‘ tatio n  o f th e an n ual per cen tag e r ate , failu r e  to  fu r n is h  th e n o tice o f 

th e  r ig h t to  r e s cin d  in  appr o pr iate cas es , and failu r e  to  com ply w ith  
th e  ad ve r tis in g  pr o vis io n s  o f R eg ulatio n  Z . R easons  o ften  s tate d  fo r  
noncom pliance in clud e:  m is in te r pr e tatio n  o f th e law , c le r ic al e r r o r , 
o ve r s ig h t, and c ar ele s s n e s s . A s m all num ber  o f banks  have been  r epo r ted  
as  in vo lvin g  a g r eater -th an -n o r m al s uper vis o r y  pr oblem  in  o btain in g  com pli
an ce. T hes e ar e bein g  ac tive ly  follow ed  up by our  R eg ional D ir ecto r s  w ho 
r e po r t th at m os t banks  in  th e ir  R eg ions  ar e in  s u bs tan tial com pliance.

O ur  D ivis io n  o f B ank S uper -vis ion  endeavor s  to  pr o vid e in fo r m atio n  and 
ed ucatio n  to  ban ker s , and In d ir e c tly  to  cons um er s , th r o ug h  th e exam ination  
pr o ces s . B anker s  fr equ en tly  d is cus s  ques tio n s  they  m ay have r eg ar d in g  
th e r equir em en ts  o f T r uth  in  Lending  w ith  our  fie ld  fo r ce o r  d ir e c t th es e 
ques tio n s  to  our  R eg io n al O ffice. In fo r m atio n  is , o f co ur s e, als o  s upplied  
d ir e c tly  to  consum er s  in  r es po n s e to  in qu ir ie s .

O ur  Leg al D ivis io n  s taff h as  als o  beg un pr epar atio n  o f a d r aft o f a pr opos ed 
"FD IC  In fo r m atio n  and C onsum er  G uide" to  acquain t th e pu blic w ith  th e fu ll 
r an g e o f our  in s ur an ce and co n s um er -o r ien ted  fun ctio n s . It is  contem plated 
th at th is  pu blicatio n  w ill in clud e a d e s c r iptio n  o f a con s um er 's  r ig h ts  under  
th e T r uth  in  Lending  A ct as  w ell as  a d e s c r iptio n  o f o ur  enfor cem ent fun ctio n  
under  th at A ct.
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We suggest the fo ll o w ing changes be m ade in T r uth in L ending e ithe r  thr o ugh- 
am endm ent to  the A ct-o r , w her e p o ssib le  under  the-B o a r d 's e x isting 'a utho r ity , 

, thr o ugh am endm ent to  o r  fo r m al inte r p r e ta tio n, o f R egula tio n Z : •• • .

1. A g r ic ultur a l  c r e d it sho uld  be ex em pted fr o m  the A ct's 
co v er age. We fe e l  this ty p e o f c r e d it is m o re a k in to  
b usiness c r e d it, w hich is p r esently  ex em pt, tha n it is 
to  co nsum er  c r e d it. . z ".-.->4.-. -

2 ... .T he. .p o te ntia l  l ia b il ity : o f p ur cha ser s o f d ea le r  p a p er  • ; — 
sho uld  be c l a r ifie d . A t p r esent, it a p p ea r s tha t such • 
p ur cha ser s m ay b e l ia b l e  fo r  im p r o per  d iscl o sur e  m ade by 
a  d e a l e r . T his p o ssib le  l ia b il ity  sho uld  be r eso lv ed  so  
tha t p ur cha ser s m ay k no w  w hat the ir  r e sp o nsib il itie s a r e 

. w hen a ccep ting d ea le r  p a p er .

3 . D isclo sur e o f add-o n o r  d isco unt r a te s in a d v er tisem ents 
sho uld  b e sp e c ific a l l y  p r o hib ited . T his p r o hib itio n, 
m o r eo v er , sho uld  ex tend  to  the d iscl o sur e  o f co nsum er  lo an 
ter m s o v er  the telep ho ne in r esp o nse to  inq uir ie s.

S incer ely , * "•

(Signed) Frank Wills
F r ank  W ille 
Chair m an
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H o n o ra b le J. L . R o b erts o n  
Vice Cha irm a n  
Bo a rd o f G o vern o rs  o f the 

Federa l R es erve Sys tem  
W a s hin gto n , D. C. 20551

Dea r M r. R o b erts o n :

P u r s u a n t to  yo u r req u es t o f O cto b er 1 2, 197 1, we a rc hereb y s u b m ittin g 
o u r a n n u a l r ep o r t rega rdin g the Co n s umer C redit P r o tectio n  A ct a n d 
R egu l a tio n  Z . The rep o rt co vers  (a ) the a dm in is tr a tio n  o f the Co rpo 
r a tio n ’s  en fo rcem en t fu n ctio n  a n d s ign ifica n t pro b lem s  en co u n tered,
(b ) a n  a s s es s m en t o f the ex ten t to  which co m plia n ce is  b ein g a chieved 
b y cred ito r s , (c) the e ff o r ts  we ha ve ta ken  to  p ro vide in fo rm a tio n  
a n d educa tio n  o n  T ruth in  L en din g to  cr ed ito r s , a n d (d) s ugges tio n s  
rega rdin g cha n ges  in  the A ct o r a men dmen ts  to  the R egu l a tio n .

O ur fie l d  exa m in ers  check fo r  co m plia n ce with the A ct a n d R egu l a tio n  
a s  a  regu l a r p a r t o f o u r ex a m in a tio n  pro gra m  o f in s u red  S ta te n o n memb er 
b a n ks . T o  a s s is t them in  perfo rm in g this  fu n ctio n , they u til iz e  the 
R egu l a tio n  Z Checklis t devel o ped b y the Federa l b a n kin g a gen cies . In  
a d d itio n , co m p l a in ts  a n d in q u irie s  received  fro m  co n s um ers , co m petito rs  
a n d o ther Federa l en fo rcem en t a gen cies  a re ha n d led b y o u r W a s hin gto n  
a n d R egio n a l O ffices . W hen  deemed n eces s a ry, vis ita tio n s  a re ma de to  
the b a n ks  in vo lved to  in ve s tiga te p o s s ib l e vio l a tio n s . W e ha ve en 
co u n tered n o  s ign ifica n t pro b lem s  in  en fo rcin g T ruth in  L en din g. H o w
ever, pro b lem s  ha ve b een  en co u n tered b y cred ito r s , a s  w el l a s  co n s um ers , 
b eca u s e o f the co m plexity o f the R egu l a tio n . Difficu l ty in  in te rp r eta tio n  
ha s  a l s o  a ris en  b eca u s e cer ta in  Item s  ( e .g ., d ea l er p a per) a re n o t 
s p ecifica l l y m en tio n ed o r a re o n ly re fe r r ed  to -in  a n  in d ir ect m a n n er.

O f the 8 ,1 0 0  b a n ks  we exa m in ed du rin g the perio d  s in ce o u r p revio u s  
■ a n n u a l r ep o r t, l e tte r -r e p o r ts  a d d res s ed to  the b a n ks ' b o a rd s  o f d irecto r s



2 4 9

H o n o r able J. L . Ro ber tso n  — 2  —

citin g  v io latio n s w er e pr epar ed in  4 64 , o r  slig htly  less than  6% , o f the 
ban ks. While m an y diffe r e n t types o f v io latio n s w er e r epo r ted, v io latio n s 
fr eq u en tly n o ted in clu ded failu r e  to  g r an t the r ig ht to  r escin d, u se o f 
im pr o per  fo r m s, an d in co m plete disclo su r es w ith r espect to  dealer  paper . 
The pr in cipal r easo n s listed fo r  the ex isten ce o f the v io latio n s w er e 
m isin te r pr etatio n  o r  m isu n der stan din g  o f the pr o v isio n s o f the Reg u latio n . 
I n  so m e cases, cle r ical e r r o r s, car elessn ess an d u n fam ilia r ity w er e 
cited as the r easo n s. We hav e also  fo r w arded six  lette r -r epo r ts to  the 
appr o pr iate U n ited S tates A tto r n ey as a r esu lt o f appar en tly w illfu l o r  
kn o w in g  v io latio n s. We hav e r eceiv ed a lim ited n um ber o f co m plain ts o r  

v  in q u ir ies fr o m  o u tside so u r ces. I n q u ir ies r eceiv ed fr o m  ban ks g en er ally
in v o lv ed deter m in atio n  o f co m plian ce o f their  fo r m s o r  adv er tisem en ts.

M em bers o f o u r  sta ff co n tin u e to  w o rk clo sely w ith m em bers o f the B o ar d's 
T r u th in  L en din g  sta ff an d co n su lt fr eely  r eg ar din g  m atter s o f in te r e st.
I n  M ay o f 19 71, we r espo n ded to  a q u estio n n air e r eceiv ed fr o m  the N atio n al 
C o m m issio n  o n  C o n sum er F in an ce r eg ar din g  the adequacy an d effectiv en ess 
o f T r u th in  L en din g . The su r v ey supplem en ted an d updated a q u estio n n air e 
w hich we co m pleted fo r  the C o m m issio n  du rin g  the m iddle o f 19 70 . O ur 
fie ld per so n n el hav e atten ded discu ssio n s o n  T r u th in  L en din g  at o u r  
Reg io n al O ffice C o n fer en ces an d at sem in ar s co n ducted by the F eder al 
Reser v e ban ks an d S tate ban kin g  asso ciatio n s. We co n tin u e to  fu r n ish a ll 
ban kin g  o ffices o f S tate n o n m em ber co m m ercial an d m utu al sav in g s ban ks, 
as w ell as n o n in su r ed ban ks, an d o u r  fie ld per so n n el w ith co pies o f a ll 
am en dm en ts, in te r pr etatio n s an d o ther  per tin e n t m ate r ial. E ach o f o u r  
Reg io n al O ffices also  r eceiv es a co py o f the B o ar d's P u b lic In fo r m atio n  
L ette r s.

S u g g estio n s fo r  chan g es in , am en dm en ts to , o r  in te r pr etatio n s o f T r u th 
in  L en din g  ar e listed belo w  fo r  yo u r  co n sider atio n :

1 . We fe e l that a g r icu ltu r a l lo an s sho u ld be exem pted fr o m  the 
pr o v isio n s o f the A ct ju st as cr edit tr an sactio n s in v o lv in g  
ex ten sio n s o f cr edit fo r  b u sin ess o r  co m m er cial pu rpo ses 
ar e ex em pted. I t do es n o t appear  co n sisten t to  exem pt 
cr edit tr an sactio n s o f v ar io u s sm all b u sin esses w hile 
sim ila r  tr an sactio n s fo r  a g r icu ltu r a l pu rpo ses ar e co v er ed.

2 . (a) We su spect that so m e ban ks co n tin u e to  qu o te o r ally 
o n ly the add-o n  o r  disco u n t r ate in stead o f the co m par able 
an n u al per cen tag e r ate . The adv er tisin g  pr o v isio n s o f the 
Reg u latio n  sho u ld be chan g ed to  co v er  o r al q u o tatio n s, 
w hether  in  per so n  o r  by telepho n e, in  the sam e m an n er that 
w r itten  adv er tisem en ts ar e co v er ed.

(b) The m o st fr eq u en tly n o ted adv er tisin g  v io latio n  in v o lv es 
f  adv er tisem en ts w ith an  add-o n  o r  disco u n t r ate stated in
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a d d itio n  to  o r in  pla ce  o f the  a nnua l pe rce nta g e  r a te . The  
. a d v e rtisin g  pro v isio n s o f the  R e gula tio n sho uld  b e  a m e nd e d

to  cle a r ly  in d ica te  tha t such r a te s m ay n o t b e  includ e d  in  
a ny a d v e rtise m e nt r e g a r d le ss o f the  circum sta nce s.

3 . A  r e cur rin g  pro b le m  no te d  in v o lv e s the  a pplica tio n  o f the  
pro v isio n s o f the  R e gula tio n re g a rd in g  d e a le r pa pe r. The  
R e gula tio n sho uld  b e  a m e nd e d  to  cle a r ly  in d ica te  how  it 
a pplie s to  d e a le r pa pe r. M ore  spe cifica lly , it should  
in d ica te  its e ffe ct in  situa tio n s w he re  the  b a nk  is (a )  a  
cr e d ito r  a nd  jo in t d isclo sur e s a r e  m a d e , (b ) a  cr e d ito r a nd  
se pa r a te  d isclo sure s a r e  m a d e , a nd  (c)  a n a ssig n e e . In  
a d d itio n , the  R e gula tio n sho uld  in d ica te  w he the r the  b a nk  ' 
o r the  d e a le r is r e spo n sib le "fo r co r r e ctin g  a nd  fo llo w ing  
up on d isclo sur e  v io la tio n s m a d e  b y the  d e a le r.

4 . B o rro w e rs ha v e  a n in d e fin ite  pe rio d  d uring  w hich the y ha v e  
the  rig ht to  r e scin d  ce rta in  tra n sa ctio n s in v o lv in g  a  
se curity  in te r e st in  r e a l pro pe rty  if a l l o f the  r e q uire d  
d isclo sur e s a r e  n o t m a d e . A n a m e nd m e nt is ne e d e d  spe cifyin g  
a  m axim um  pe rio d  d urin g  w hich such tr a n sa ctio n s ca n b e  
r e scin d e d .

5. A n a d d itio n a l cha ng e  w e  fe e l w ould  b e  he lpful inv o lv e s the  
fo rm a t o f the  A ct, R e gula tio n a nd  in te rpr e ta tio n s r a the r  
tha n the  co nte nt. W e a r e  co g niza nt o f the  B o a rd 's e ffo rts
in  w ritin g  the  R e gula tio n; ho w e v e r, d ifficulty  in im ple m e nting  
a nd  in te rpr e tin g  T ruth in  Le nd ing  ha s b e e n e x pe rie nce d  b y 
b a nk s a nd  e x a m ining  pe rso n n e l b e ca use  o f the  la rg e  vo lum e  
o f m a te ria l tha t the y m ust b e  fa m ilia r w ith a nd  the  fa ct tha t 
e a ch ne w  a d d itio n  is pre pa re d  a s a  se pa r a te  pa m phle t. W hile  
it m ay b e  d e sir a b le  fo r  cr e d ito rs to  ha v e  a l l curr e n t T ruth 
in  Le nd ing  m a te ria l a v a ila b le  in  one  o r tw o se pa r a te  b ound  
pa m phle ts, in  a ctua l pr a ctice , b e ca use  o f ne w  a d d itio n s, 
cr e d ito rs so o n ha v e  a  num b e r o f pa m phle ts to  w hich the y m ust 
r e fe r . It is re com m e nd e d  co n sid e r a tio n  b e  g iv e n to  m a k ing 
a v a ila b le , a t a n e a r ly  d a te , a l l  pe rtin e n t T ruth in  Le nd ing 
m a te ria l In lo o se -le a f fo rm  so  tha t it ca n b e  r e a d ily  up
d a te d  b y the  use r. P r e se n ta tio n  in  lo o se -le a f fo rm  sho uld  
m a k e  the  m a te ria l m o re  w o rk a b le  a nd  re d uce  the  ne e d  fo r 
pe rio d ic r e prin tin g  o f v a rio us po rtio n s o f the  m a te ria l in to  
se pa r a te  pa m phle ts. A s you m ay k now , the  C o rpo ra tio n r e ce n tly  
co ntra cte d  w ith P r e n tice -H a ll, In c., fo r the  pr e pa r a tio n , 
pub lica tio n , a nd  d istrib utio n  o f a  lo o se -le a f r e po rtin g  se r
v ice  w hich co nta in s, am ong o the r thin g s, the  F e d e ra l De po sit
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In sura n ce A ct, the C o rpo r a tio n 's rules a n d regula tio n s, a n d 
certa in  oth er Federa l sta tutes a n d regula tio n s w hich a ffect 
the o per a tio n s of in sured b a n k s. O n e sectio n  of the ser v ice, 
e n titled "Con sum er P r o tectio n ,"  co n ta in s the full a m en ded 
te x t of the Con sum er C redit P ro tectio n  A ct, R egula tio n  Z , 
S upplem en ts to R egula tio n  Z , a n d the Boa rd of G ov ern o rs' 
ex pla n a tio n s a n d in te rp r eta tio n s of R egula tio n  Z . The Bo a rd's 
P ub lic In fo rm a tio n  Letters ha v e n ot y et been  in co rpo r a ted 
in to  the ser v ice. W hile our ow n  sta ff is n ot to ta lly  sa tis
fied w ith the a rra n gem en t w hich P ren tice-H a ll selected fo r»  th is sectio n  of the ser v ice, w e hope to persua de P r e n tice-
H a ll w ithin  the n ex t few  w eeks to  repub lish a n d r edistrib ute> a ll R egula tio n  Z m a teria ls in cluded in  the serv ice in  a  m ore
o rderly , m ore re a dily  usa b le fo rm a t. Copies of the ser v ice, 
w hich w ill be supplem en ted a t regula r tw o-m on th in te r v a ls, 
w ere distrib uted to  a ll in sured b a n k s, to a ll S ta te ba n k

• super v iso rs, to certa in  S ta te a n d n a tio n a l tr a de a sso cia tio n s, 
a n d to a ll of the C o rpo r a tio n 's ex a m in ers on  Decem ber 2 7, 1 971 . 
Copies ha v e a lso  been  fur n ished to  those m em bers of the sta ff 
of the Boa rd of G ov ern ors a n d of the Com ptroller of the 
Curren cy w ho ha v e sp ecifica lly  req uested them . The Boa rd of 
G ov ern ors a n d the Com ptroller m a y w ish to a rr a n ge to ha v e 
copies of th a t sectio n  of the serv ice w hich r e la tes to  con sum er 
p ro tectio n  distrib uted to a ll o f th eir  ex a m in in g perso n n el.

W e hope th is in fo rm a tio n  w ill be h elpful to  you.

S in cerely ,

(S ign ed) Fra n k  W ills 

Fra n k  W ille
. Cha irm a n

a
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H o no rable  J. L. Ro be rtso n 
V ic e  Chairm an 
Board o f Gove rno rs o f the  

F e d e ral Re se rve  S yste m  
W ashington, D . C. 2 0 551- 

o ’
D e ar 1-lr. Ro b e rtso n:

In ac c o rdanc e  w ith yo u r re q u e s t, w e  are  s u b m itting  o u r annu al re p o rt re lating
to  th e  Tru th in Le nding A c t. The  re p o rt c ove rs the  ad m inis tratio n o f and any *
s ig nific ant p ro ble m s e nc o u nte re d in this  C o rp o ratio n's e nfo rc e m e nt fu nc tio n,
an ass e ss m e nt o f th e  e x te nt to  w hic h c o m p lianc e  is  b e ing ac hie ve d, an o u tline  ?
o f o u r e ffo rts  to  p rovide  info rm atio n and e du c atio n to  c re dito rs  and th e ir
c u sto m e rs, and s u g g e s tio ns as to  am e ndm e nt o f the  A c t o r R e g u latio n Z . J
Che c k ing fo r c o m p lianc e  by the  S tate  nonm e m be r bank s u nde r o u r ju ris dic tio n 
is  p art o f o u r e xam ination p ro gram . P o s sib le  vio latio ns  b ro u g ht to  o u r atte n 
tio n fro m  o th e r so u rc e s als o  are  c are fu lly  inve s tig ate d. Co m p lianc e  g e ne rally  
has be e n favo rable  w ith no vio latio ns  no te d in 952  o f-th c -7 ,5 9 9  bank s e xam ine d 
and 35 c o m p laints inve s tig ate d  du ring the  12  m onth inte rim  fo llo w ing o u r 
p re vio u s annu al re p o rt. The  p rinc ip al diffic u lty  in the  35S bank s w he re  vio la
tio ns  w e re  no te d re s u lte d  larg e ly  fro m  m isinte rp re tatio n and u nfam iliarity  w ith 
s p e c ific  s e c tio ns o f th e  R e g u latio n; ho w e ve r, 10  w e re  re p o rte d as w illfu l o r 
k no w ing vio latio ns  u nde r S e c tio n 112  o f th e  A c t. V io latio ns arising  fro m  
p u rc has e  o f d e ale r p ap e r at five  o th e r bank s w e re  re p o rte d to  th e  F e de ral Trade  
Co m m ission. N o s p e c ific  e nfo rc e m e nt p ro ble m s have  be e n e nc o u nte re d.

D u ring th e  p as t y e ar, m e m be rs o f o u r s taff m e t w ith m e m be rs o f the  B o ard's 
Tru th in Le nding s taff and c o ns u lte d fre e ly  in m atte rs o f inte re s t. W e have  
re sp o nde d to  a s u rve y re lating  to  the  ade qu ac y and e ffe c tive ne s s  o f th e  A c t 
by th e  N atio nal Com m ission on Consu m e r Financ e . Tru th in Le nding has be e n a 
m atte r o f dis c u s sio n at s e ve ral o f o u r Re gional Offic e  Co nfe re nc e s, and e ac h 
Re gional Offic e  has b e e n p rovide d w ith c o p ie s o f the  B o ard's P u blic  Info rm atio n 
L e tte rs . Ou r p e rso nne l are  p rovide d w ith p e rtine nt info rm atio n and m ate rial as 
it  is  re c e ive d in o rd e r that w e  m ay c o ntinu e  to  ade q u ate ly  adm inis te r the  
p ro visio ns o f the  A c t and R e g u latio n.

*
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In  a d d itio n  to  provid in g in -b a n k coun se l d urin g e xa m in a tio n s, our R e gio n a l 
a n d  W a shin gton  O ffice  sta ffs h ave  proce sse d  some  145 w ritte n  in q uirie s a n d  
a  n um b e r of te le ph o n e  r e q ue sts fo r in fo rm a tio n . In  th is r e spe ct, w e  n o te  a  
sh a rp d e cr e a se  in  r e q ue sts fo r in fo rm a tio n . M e mb e rs of our sta ff a r e  a va il
a b le  upon  r e q ue st fo r T ruth  in  L e n d in g progra m s, a n d  in  th is co n n e ctio n , w e  
provid e d  a  pa r ticipa n t in  th e  T ruth  in  L e n d in g d iscussio n  a t th e  K a n sa s 
Ba n ke rs A sso cia tio n 's Ba n k M a n age m e n t C lin ic. In sure d  S ta te  n on m e mb e r b a n ks 
a n d  un in sure d  b a n ks a r e  b e in g provid e d  a l l pe r tin e n t in fo rm a tio n  co n ce r n in g 
th e  R e gula tio n  a n d  A ct, in clud in g am e n d m e n ts, in te r p r e ta tio n s, a n d  e xe m ptio n s. 
T he  la rge  n um b e r of am e n d m e n ts a n d  in te r pr e ta tio n s issue d  from  tim e  to  tim e  
sin ce  e n a ctm e n t h a ve  prove d  h e lpful b ut pr e se n t some  d ifficulty  in  th e  d a ily  
use  of th e  m a te ria l. T h e r e fo r e , w e  r e ce n tly  provid e d  e a ch  such  b a n kin g o ffice  
w ith  th e  l a te st e d itio n  of th e  b o o kle t " l.h a t Y ou O ught T o K n ow  A b out F e d e r a l 
R e se rve  R e gula tio n  Z " a n d  th e  n e w  pa m ph le t co n ta in in g sub se que n t am e n d m e n ts 
a n d  in te r pr e ta tio n s to  r e lie ve  th is situa tio n . E a r lie r  in  th e  y e a r, w e  d is
cusse d  w ith  th e  Bo a rd 's sta ff th e  d e sir a b ility  o f m a kin g th e  pa m ph le t "W ha t 
T ruth  In  L e n d in g M e a n s T o Y ou,"  w hich w a s d e sign e d  to b e  use d  in  co n n e ctio n  
w ith  your co n sum e r-o rie n te d  film strip,- a va ila b le  w ith out co st fo r b a n k d is
trib utio n  to a cqua in t th e ir  custom e rs w ith  th e  m a jor provisio n s of th e  A ct. 
A fte r fo rw a rd in g a  copy to e a ch  un in sure d  a n d  in sur e d  S ta te  n on me mb e r b a n k, 
o rd e rs w e re  r e ce ive d  fo r some  80 0 ,0 0 0  copie s from  ove r 2,10 0  b a n ks.

T h e re  a rc se ve r a l a r e a s th a t m igh t b e  give n  co n sid e r a tio n  fo r po ssib le  ame n d 
m e n t to th e  A ct o r R e gula tio n . M uch se n tim e n t h a s b e e n  e xpre sse d  fo r e xclu
sio n  of a gricultur a l lo a n s from  th e  provisio n s o f th e  A ct just n s lo a n s fo r 
o th e r  b usin e ss purpose s a r e  e xclud e d . T h e  fa ct th a t cr e d it e xte n d e d  to 
ce r ta in  type s of sm a ll b usin e ssm e n  is e xe m pt, w h ile  " cr e d it to th e  fa rm  
o pe r a to r, m a n a gin g te n s of th ousa n d s, of d o lla r s of ca pita l in ve stm e n t, r e q uir e  
th e  same  d isclo sur e  a s a n y sm a ll pe rso n a l lo a n , le n d s support to th e  propose d  
e xclusio n . W hile  th e  ame n dme n t issue d  la te  la st y e a r a d d in g S e ctio n  226 .8 (p) 
provid e s son e  r e lie f w h e re  b a n ks e xte n d  a gricultur a l cr e d it un d e r a  w ritte n  
a gre e m e n t', ma n y sm a lle r b a n ks d o n o t ope r a te  on  th is b a sis. T h e  re comme n d a 
tio n  co n ta in e d  in  th e  Boa rd ’s 1969 A n n ua l R e port to  C on gre ss to  e xe mpt a gricul 
tu r a l cr e d it in  e xce ss of a n  a ppro pria te  amoun t from  th e  provisio n s of th e  A ct 
w ould  provid e  fur th e r  r e lie f, a n d  w e  hope  such  a  b il l  w ill b e  th e  sub je ct of 
e a r ly  h e a rin gs in  th e  92n d  C o n gre ss.

S e ctio n s 125 of th e  A ct a n d  226.9 of th e  R e gula tio n  gra n t a  b o rro w e r, w h e re  
th e r e  is a se curity  in te r e st in  r e a l pro pe rty , th e  righ t to r e scin d  ce r ta in  
tr a n sa ctio n s u n til m id n igh t of th e  th ir d  b usin e ss d a y fo llo w in g con summ a tion  
of th e  tr a n sa ctio n  o r d e live ry  of a l l r e q uir e d  d isclo sur e s, w hich e ve r is 
la te r . C o n ce iva b ly, if a l l d isclo sur e s a r e  n o t m a d e , th e  righ t to  re scin d  
w ould  e xte n d  in d e fin ite ly , a n d  e ffe ctive ly  " cloud "  th e  titl e  to th e  r e a l 
pro pe rty . W hile  it is re cogn ize d  th a t th e  righ t to  r e scin d  is gra n te d  fo r 
th e  pro te ctio n  of th e  b o rro w e r, h e  a lso  sh ould  h a ve  th e  righ t to con ve y 
cle a r  titl e  to h is prope rty  in  a n  in sta n ce  w h e re  a l l  d isclo sur e s w e re  r.ot 
ma d e  b ut th e r e  is n o in te r e st in  r e scin d in g th e  tr a n sa ctio n . A ccord in gly, 
th is pa r t of th e  A ct could  b e  ame n d e d  to  e sta b lish  .a n  ultim a te  e xpira tio n  
fo r  th e  pe rio d  of r e scissio n , to  provid e  fo r sub se que n t w a ive r un d e r such 
circum sta n ce s, o r r e str ict th e  r e scissio n  righ t o n ly to th e  pe rso n  o rigin a l'."  
gra n te d  th e  privile ge  d urin g h is ow n e rship of th e  r e e l pro pe rty .
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Q uestio n s h a ve a r ise n  o n  n um ero us o c c a sio n s w here ba n k s pu rc h a se c o n sum er 
p a p er fro m  d e a lers w ith  resp ec t to  th e i r  d u ties a n d  r esp o n si b i liti es in  
d eterm in i n g  w h eth er p ro per d isc lo su res h a ve been  m a d e, w ho  is req u ired  to  
m a k e d isc lo su res, a n d  th e i r  a tten d a n t li a b i li ty. W h ile a n  a m en d m en t n a y 
n o t be n ec essa ry i n  th is i n sta n c e, i t w o uld  be h elp fu l i f th e n a tte r  w ere
c la r i fi e d

D iffi c u lty c o n tin u es to  be experien c ed  in  d eterm in in g  w h eth er c r e d it to  a n  
i n d iv i d u a l is c o n sum er c r e d it o r fo r b usin ess pu rp o ses w here th e pro c eed s o f ' 
th e lo a n  a rc  used  fo r a n  in c o n e-p ro d usin g  purp o se r e la ti n g  to  o th er th a n  h is 
p r i n c i p a l so u rc e o f in c o m e. T he "si n g le b usin ess" th eo ry is u n d ersto o d  to  
h a ve been  rela x ed  to  rec o g n iz e th a t a n  i n d iv i d u a l m a y h a ve m o re th a n  o n e so u rc e 
o f in c o m e fo r th e purp o ses o f R egula tio n  Z . S in c e th is type o f lo a n  freq u en tly 
is fo un d  i n  b a n k s, so m e c la r i fi c a ti o n  w o uld  be b e n efi c i a l to  a ssist c re d ito rs 

d eterm in in g  w h eth er i t sh o uld  be c o n sid ered  fo r  in v estm en t (c o n sum er) purp o se; 
o r b usin ess pu rp o ses.

W e tr u st th e fo reg o in g  w i ll be h elp fu l i n  c o m p ilin g yo ur rep o rt to  C o n gress.

S in c erely

F ra n ’; W ille 
C h a irm a n

(-
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Honorable J. L. Robertson . ■ •
Vice Chairman
Board of Governors of the

Federal Reserve System . '
Washington, D. C. 20551

Dear Mr. Robertson:

In accordance with your request, we are submitting our report relating 
to Regulation Z and the Truth in Lending Act. The. report covers the 
administration of this Corporation's enforcement function and any 
significant problems encountered, an assessment of the extent to which 
compliance is being achieved, and suggestions as to amendment of the 
Regulation or Act.

During February 1959, the executive officers of insured State nonmember 
banks were provided a copy of the pamphlet "What You Ought to Xnow 
About Federal Reserve Regulation Z," notified of the Regulation's ef
fective date, informed of the Corporation's administrative enforcement 
responsibilities, and requested to direct any inquiries concerning the 
Regulation to the FDIC Regional Director in their respective Region.

. Shortly thereafter, informative material was provided each banking- 
office under our supervision. Regional Directors were advised of their 
role in responding to inquiries or referring the more difficult ques
tions to the Washington office for direct reply. Procedures to be 
■followed were outlined to the Regional Directors, who were requested 
to issue to their field personnel appropriate instructions, including 
any specific precautions necessary due to unusual situations. A 
Checklist was developed for use by field personnel during bank exami
nations in investigating for compliance with Regulation Z. This 
Checklist also was distributed to all State banking authorities.

In addition. Regional Directors were requested to provide interim 
reports to enable the Corporation to inform the Board of Governors of 
specific problem areas and the extent of compliance on a quarterly 
basis. No significant enforcement problems have been encountered to 
date, and the principal role of our staff has been educational through 
personal contact at the field level and formal response to individual 
problems at the office level in each Region and in Washington.

Despite the newness of Regulation Z, the unfamiliar terminology, and 
the problems encountered in daily application, the extent of compliance 
has hecn favorable with no violations noted in 2,1G4 of the banks
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examined since July 1. The principal difficulty in the remaining 71 
banks resulted from misinterpretation and unfamiliarity with the 
Regulation. Five infractions have been reported as criminal violations 
under Section 112 of the Act, and one violation arising from the purchase of dealer paper has been reported to the Federal Trade Commission
We have the following suggestions regarding possible amendment of the Regulation or Act. Sections 125 of the Act and 226.9 of the Regulation grant an obligor, where there is a security interest in real property, 
the right to rescind certain transactions until midnight of the thi/d business day following consummation of the transaction or delivery of all required disclosures, whichever is later. Conceivably, if all 
disclosures are not made, the right to rescind would extend indefi
nitely, and effectively "cloud" the title to the real property. It is recognized the right of rescission is granted for the protection of the obligor, but the obligor at soma future time also should have the right to convey clear title to his property in the event he did not receive proper- disclosures but is not interested in rescinding. Therefore, it is believed consideration should be given to amendment of the 
Act and Regulation to establish an ultimate expiration for the period of rescission. ...

The difference between personal (consumer) credit and investment
(business) credit is not clear. This is particularly evident in the 
case of multi-unit apartment buildings in which the borrower resides. Occasionally, the theory has been advanced that an individual can 
engage in only one business; therefore, any credit relating to other 
ventures or income-producing investments is of a personal nature.Since such credit is found regularly in banks, it is believed that 
clarification through an opinion or establishment of guidelines would 
permit uniformity in determining whether a specific credit is covered by the provisions of Regulation'Z.

There has been considerable discontent with the inclusion of agricul
tural loans within the scope of Regulation Z. The recently adopted amendment to the Regulation provided some relief in the case of certain types of agricultural loans. However, the Board may wish to consider additional action, possibly in the form of a suggested change in the Act.

We will be happy to provide additional information if you consider it desirable. ■

Sincerely,

(Signed) K. A. Pir.dall

. K . A. Randall 
Chairman



257

A ppendix  6 .— Federal Deposit Insurance Corporation 

FDIC

TRUTH IN LENDING COMPLIANCE REPORT

TO THE

COMMERCE, CONSUMER AND MONETARY AFFAIRS SUBCOMMITTEE 

SEPTEMBER 16, 1976
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September io, ty/b 9lb

Honorable Benjamin S. Rosenthal 
Chairman
Commerce, Consumer and Monetary 
Affairs Subcommittee

Committee on Government Operations 
U.S. House of Representatives 
Washington, D.C. 205i5

Dear Mr. Rosenthal:

This is in response to your letter of August 10, 1976, requesting the following 
information on a state-by-state basis for each of the following states: 
Maryland, Delaware, New Jersey, Pennsylvania, New'York, Connecticut, Rhode 
Island, Massachusetts, New Hampshire, Vermont and Maine:

(1) the number, type (commercial bank, savings bank, or other), and 
average size (year-end 1975 total assets) of the institutions 
examined by FD1C from March 1, 1975, through July 31, 1976;

(2) the number of negative responses to each of items 1 through 9 of 
the FDIC Regulation Z compliance reports (FDIC 6500/55 (12-74)) 
completed in the course of examining the institutions enumerated 
i n  (1 ) above;

O ) the total number of loan transactions and dollar amounts involved 
i f  known, cited in the Comments section of the FDIC Regulation Z 
compliance reports (FDIC 6500/55 (12-74)) completed in the course 
o f  examining the institutions enumerated in (1) above; and

(4 ) what specific action was taken by the FDIC to rectify the situation 
with respect to each of the transactions enumerated in (3) above.

Enclosed are charts depicting the information requested by items (1) and (2).
In  a number of cases, the same banks were examined more than once during the 
relevant time period. The results of the second and third examinations are 
depicted separately on pages 2 and 3 of the enclosure.
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Honorable Benjamin S. Rosenthal - 2 - Sept. 10, 1976

Our staff has discussed items (3) and (4) with your staff and, while we are 
not providing this information at the present time, we will comment further 
on these matters in our statement before your committee later this month.

Very truly yours,

■ Robert E. Barnett
Chairman i

Enclosure
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NUMBER OF BANKS 
EXAMINED THRICE 

DURING
THE PERIOD

RESULTS OF THIRD 
EXAMINATION-

NUMBER OF REPORTS 
CITING VIOLATIONS

M 
C

M
C

NUMBER OF NEGATIVE RESPONSES TO EACH OF THE ITEMS 1 THROUGH 9
ON THE FDIC REGULATION Z COMPLIANCE REPORT (Form 6500/55)_______________

2 i 
3a 

3b 
A 

5 
6 

7___ 
8 

9

CONNECTICUT
2

-
-

-

MAINE
-

-
-

-

MASSACHUSETTS
-

2
-

2

NEW HAMPSHIRE
-

-
-

-

RHODE ISLAND
-

1
-

-

VERMONT
-

-
-

-

NEW JERSEY
-

-
-

-

NEW YORK
-

-
-

-

DELAWARE
-

-
-

-

MARYLAND
-

-
-

-

PENNSYLVANIA
-

-
-

-

- 
1 

- 
- 

- 
1 

-
2
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£ v ) FEDERA L DEPOSIT INSURA NCE CORPORA TION W ashington. D C . 2 042 9

OFFICE OF TH E CH A IRM A N

N o v e m b e r  26, 1975

M r . F r e de r ic So lo m o n 
A ssistant to  the  B o ar d and 

D ir e cto r , O ffice  o f Sav e r  
and C o nsu m e r  A ffair s 

F e de r al R e se r v e  Sy ste m  
R o o m  2114
W ashing to n, D . C . 20551

D e ar  M r . So lo m o n:

T his is in r e sp o nse  to  y o u r  le tte r  o f O cto b e r  23, 1975, r e q u e sting  
info r m atio n with r e sp e ct to  the  fo llo wing  m atte r s in co nne ctio n with 
the  p r e p ar atio n o f the  B o ar d's annu al r e p o r t to  C o ng r e ss u nde r  the  
T r u th in L e nding  A ct:

(1) T he  adm inistr atio n o f the  F D IC 's e nfo r ce m e nt fu nctio n 
u nde r  the  A ct du r ing  the  last y e ar , inclu ding  m e tho ds
o f e nfo r ce m e nt and any  sig nificant p r o b le m s e nco u nte r e d 
with that e nfo r ce m e nt;

(2) A n asse ssm e nt o f the  e x te nt to  which co m p liance  is b e ing  
achie v e d b y  cr e dito r s su b je ct to  F D IC 's e nfo r ce m e nt 
au tho r ity ;

(3) A  b r ie f de scr ip tio n o f any  e ffo r ts F D IC  has u nde r tak e n 
du r ing  the  p ast y e ar  de sig ne d to  p r o v ide  info r m atio n and 
e du catio n o n T r u th in L e nding  to  cr e dito r s u nde r  F D IC 's • 
ju r isdictio n o r  the ir  cu sto m e r s; and

(4) A ny  su g g e stio ns o r  r e co m m e ndatio ns which F D IC  wo u ld 
car e  to  m ak e  fo r  chang e s in R e g u latio n Z  o r  in the  T r u th 
in L e nding  A ct.

D u r ing  1975 the  C o r p o r atio n co ntinu e d to  u tilize  a se p ar ate  R e g u latio n 
Z  - T r u th in L e nding  C o m p liance  R e p o r t o n a natio nwide  b asis. T his 
R e p o r t is p r e p ar e d as p ar t o f a se p ar ate  e x am inatio n in the  state s o f 
G e o r g ia, I o wa, and W ashing to n u nde r  the  F D IC 's p r o g r am  o f se le ctiv e  
w ithdr awal fr o m  e x am inatio n. In all o f the  r e m aining  state s this



M r. F re d eric  S olom on -2 - N ovem ber 2 6, 1 9 75

R epo rt is prepared  in  co n n ectio n  w ith the regular ex am in atio n . T he 
R egulatio n  Z  - T ruth in L en d ing C o m plian ce R epo rt and related  in 
structio n s are  curren tly  being revised  to  in co rpo rate the new  F air 
C red it B illin g A ct am en d m en ts and  o ther recen t am en d m en ts to  the 
T ruth in  L en d ing A ct and  R egulatio n  Z . V io latio n s o r d ef icien cies 
d etailed  in  these C o m plian ce R epo rts are  f o llow ed  up by the R egio n al 
O f f ices to  assure  that c o rrective  m easures are  tak en .

C o m plain ts and  in q uiries f ro m  co n sum ers and  ban k ers are  pro cessed  
thro ugh the O f f ice o f  B an k  C usto m er A f f airs and  the R egio n al O f f ices. 
W henever appro priate, visitatio n s o r o ther co n tacts w ith the ban ks are  
m ad e to  in vestigate po ssible T ruth in  L en d ing vio latio n s and  to  obtain  
co m plian ce. A s a rule, every  e f f o rt is m ad e thro ugh these in f o rm al 
co n tacts to  achieve co m plian ce on a vo lun tary  basis bef o re f o rm al 
ad m in istrative  pro ceed in gs are  in itiated  to  co m pel co m plian ce . O ver
all, we have not en co un tered  any  sign if ican t pro blem s in  the ad m in is
tratio n  o f  the T ruth in  L an d ing en f o rcem en t f un ctio n .

D uring the perio d  f ro m  S eptem ber 1 6, 1 9 74  thro ugh S eptem ber 3 0 , 1 9 75, 
F D IC  ex am in ers co n ducted  7,74 3  ex am in atio n s o f  in sured  n o n m em ber 
ban k s f o r co m plian ce w ith the T ruth in  L ending A ct and  R egulatio n  Z . 
A pparen t vio latio n s w ere d isco vered  and  repo rted  in appro x im ately  2 8 . 5% 
o f  the ex am in atio n s co n ducted . T he relative  in crease  in the n um ber of  
repo rts citin g T ruth in L en d ing vio latio n s f or this perio d  o ver the 
previo us repo rtin g perio d  is believed  to  be the result of  utilizin g 
C o m plian ce R epo rts f o r d etectin g and  repo rtin g vio latio n s. T he f o llow 
ing ty pes o f  vio latio n s w ere m o st f req uen tly  cited : f ailure to d isclo se 
either the f inan ce charge o r the an nual percen tage rate, in c o rrect 
d eterm in atio n  of  the f in an ce charge o r the an nual percen tage rate, and  
f ailure  to  f urn ish the n o tice o f  right o f  resc issio n  in  appro priate cases.  
R easo n s o f ten  stated  f o r n o n -co m plian ce in clud e: m isin terpretatio n  of  
the law , c lerical e rro r, o versight, and  care le ssn e ss.

A  lim ited  n um ber of  ban ks appear to  represe n t superviso ry  pro blem s 
regard in g their co m plian ce w ith T ruth in  L en d in g. In the last se m i
an nual co m m un icatio n  to  the R egio n al O f f ices d ated  July  1 1 , 1 9 75,
56 banks w ere listed  as represen tin g po ssible superviso ry  pro blem s 
w ith respect to  T ruth in  L en d ing. T hese ban ks are, o f  c o urse, re c e iv
ing continuing f o llow -up atten tio n  by staf f  o f  the vario us R egio n al O f f ices. 
F ive  cases of  apparen tly  w illf ul and  know ing vio latio n  o f  the T ruth in  
L en d ing A ct w ere re f erred  to  the appro priate U. S . A tto rn ey  f o r 
po ssible crim in al pro secutio n . F D IC  issued  no c ease -an d -d e sist 
o rd ers again st banks f o r vio latio n s of  the T ruth in  L en d ing A ct d urin g 
this repo rtin g perio d , although one such o rd er issued  in 1 9 73  rem ain s 
o utstan d in g. 

t
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M r . F r e d e r ic  S o lo m o n -3 - N o vem ber  26, 1975

T h e C o r p o r a tio n end ea vo r s to  p r o vid e info r m a tio n a nd  ed u ca tio n to  
ba nk e r s a nd  ind ir e c tly  to  c o nsu m e r s th r o u g h  th e exa m ina tio n p r o c e ss 
itse lf. B a nk e r s fr eq u ently  d isc u ss q u estio ns th ey  m a y  h a ve r e g a r d ing  
ba nk ing  la w  a nd  o th e r  su bjects w ith  o u r  exa m ine r s o r  d ir e c t th e se  
q u estio ns to  th e R eg io na l O ffices. I nfo r m a tio n is a lso  p r o vid ed  d ir e c tly  
to  co nsu m e r s in r e sp o nse  to  co m p la ints a nd  inq u ir ies r e c e ive d  by th e 
O ffice of B a nk  C u sto m er  A ffa ir s o r  th e R eg io na l O ffices. I n a d d itio n, 
F D I C  co ntinu es to  p r o vid e insu r e d  no nm em ber  ba nk s w ith in its e nfo r c e 
m ent ju r isd ic tio n w ith  a ll a m end m ents and  o fficia l inte r p r e ta tio ns of 
R e g u la tio n Z .

I n view  o f th e nu m er o u s r e c e nt a m end m ents to  th e T r u th  in L end ing  
A ct and  R e g u la tio n Z , w e h a ve no su g g estio ns o r  r eco m m end a tio ns fo r  
ch a ng es in e ith e r  th e A ct o r  R e g u la tio n a t th is tim e.

S ince r ely ,

F r a nk  W ille . 
C h a ir m a n
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F E D E R A L  D E PO SIT INSUR A NCE  CO R PO R A TIO N

TR UTH IN L E ND ING - F A IR  CR E D IT BIL L ING

E X A M . (C lo se o f b u siness) NUM BE R

NO. O F  O F F ICE S TO TA L  A SSE TS

NA M E  OE  BA NK E X A M INE R -lN-CHA R G E

CITY COUNTY STA TE

N O T E : Answ ers to the follow ing questions are b ased upon the results of a selected sam pling, upon statem ents m ade b y b ank's m anagem ent 
regarding procedures and policies, and upon ob servations b y the exam iner. In the case of negative answ ers, details are provided and 
m anagem ent's prom ised rem edial action noted.

ITE M YE S NO
1. Is the b ank correctly determ ining finance charges and properly handling excludab le charges?  ( S ection 2 2 6 .4 )
2 . Is the b ank properly com puting annual percentage rates?  ( S ection 2 2 6 .5)
3. If the b ank extends open end credit or is a card issuer:

(a) Does the b ank provide correct disclosures b efore the first transaction is m ade on the new  account?  ( S ection 2 2 6 .7(a))
( b ) D oes the b ank prov-de correct disclosures on periodic b illing statem ents?  ( S ection 2 2 6 .7( b )( 1,)
(c, If a finance charge m ay b e im posed after a tim e period for paym ent is provided, does the b ank m ail or deliver b illing

statem ents w ithin the tim e lim its specified in S ection 2 2 6 .7( b )( 2 )?
(d, Does the b ank furnish either the sem i annual statem ent regarding custom er rights or the shorter form  o f statem ent w ith

each periodic b illing? ( S ection 2 2 6 .7( d))
(e) D oes the b ank credit paym ents and if necessary adjust charges in accordance w ith S ection 2 2 6 .7(g)?
( f) D oes the b ank credit or refund excess paym ents in accordance w ith S ection 2 2 6 .7( h)?
(g) Does the b ank com ply w ith the issuance provisions for credit cards?  ( S ection 2 2 6 .13(a))
(h) Does the b ank com ply w ith S ection 2 2 6 .13( i)( 4 ) w hich prohib its the reporting of disputed am ounts as delinquent?
( i, Does the b ank com ply w ith the prohib ition against offsets related to credit cards?  ( S ection 2 2 6 .13 ( j),
( j) Does the b ank prom ptly credit a custom er's account for credit refunds?  ( S ection 2 2 6 .13( k)( 2 ))
(k) Does the b ank com ply w ith S ection 2 2 6 .13(1) w hich prohib its certain acts b y card issuers?
(1) Does the b ank correctly follow  the b illing error resolution procedure?  ( S ection 2 2 6 .14 )

4 . Is the b ank providing correct disclosures on credit other than open end?  ( S ections 2 2 6 .6  and 2 2 6 .8 )
5. W ith respect to any consum er paper purchased b y the b ank or held b y it as collateral, are the disclosures m ade therein correct?

( S ections 2 2 6 .6  and 2 2 6 .8 )
6 . Is the b ank properly ob serving the right o f rescission in applicab le credit transactions?  ( S ection 2 2 6 .9)
7. Based on applicab le inform ation, is the b ank m aking correct disclosures in its advertisem ents?  ( S ection 2 2 6 .10)
8  H as the b ank adopted procedures w hich assure that its em ployees are m aking proper oral disclosures o f annual rates?

( Interpretation 2 2 6 .101)
COM M E NTS:

F E D E R A L  D E PO SIT INSUR A NCE  CO R PO R A TIO N

R E GUL A TIO N Z - TR UTH IN L E ND ING

exa m . (C lo se o f b u siness! NUM BE R

NO. O F  O F F ICE S TO TA L  A SSE TS

NA M E  O F  BA NK E X A M INE R  IN CHA R GE

CITY JCOUNTY STA TE

N O T E : Answ ers to the follow ing questions are b ased upon the results of a selected sam pling, upon statem ents m ade b y b ank's m anagem ent 
regarding procedures and policies, and upon ob servations b y the exam iner. In the case of negative answers, details are provided and 
m anagem ent's prom ised rem edial action noted.

ITE M YE S NO
1. Is the b ank correctly determ ining finance charges and properly handling excludab le charges?
2 . Is the b ank properly com puting annual percentage rates?
3. If the b ank extends open end credit, are correct disclosures b eing provided?

(a) b efore the first transaction is m ade on a new  account?
( b ) w hen required periodic statem ents are rendered?

4 . Is the b ank providing correct disclosures on credit other than open end?
5. W ith respect to any consum er paper purchased b y the b ank or held b y it as collateral, are the disclosures m ade therein correct?
6 . Is the b ank properly ob serving rescission rights on b oth direct and indirect paper?
7. Based on availab le inform ation, is the b ank m aking correct disclosures in its advertisem ents?
8 . Is the b ank com plying w ith the issuance and disclosure provisions for credit cards?
9. H as the b ank adopted procedures w hich assure that its em ployees are m aking proper oral disclosures o f annual rates?
CO M M E NTS

F O IC 650 0 /55 (6 76)
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REGULATION Z CHECKLIST

General Questions

1. Are bank management and loan personnel sufficiently knowledgeable of the

Regulation?

2. (a) Have procedures been adopted in the auditing department to disclose

errors and violations through internal checks?

(b) Are these procedures periodically reviewed and, if necessary, revised 

to meet changing business practices?

3. (a) Has the bank's attorney reviewed all forms and procedures in use by

the bank to comply with the Regulation?

(b) Do such forms in use appear to provide for adequate disclosure?

4. Has Board of Governors exempted State from any class of credit trans

actions with respect to disclosure and rescission provisions? § 226.12

5. If so, is bank complying with provisions of applicable State law in this

respect?

8 226.4 Determination of Finance Charge

1. If credit life or liability insurance is excluded from the finance charge

are the requirements of § 226.4(a)(5) and (6) met?

2. Does finance charge include charge imposed on another creditor for pur

chasing obligation if customer is required to pay any part of such charge 

in any manner? S 226.4(a) (8)

3. Are the non-real property transaction charges which qualify for exclusion 

from the finance charge itemized and separately disclosed so as to merit

exclusion under § 226.4(b)?

4. Are the real property transaction charges which qualify for exclusion 

reasonable in amount, etc., so as to merit exclusion under 8 226.4(e)?

5. Is the amount of the finance charge (and APR) computed on basis of 1/2 

year maturity for demand obligations? § 226.4(g)

1(7-1-69)
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§ 226.5 Determination of APR

1. (a) Are APR computations correct?

(b) Are APR computations made to the nearest one quarter of 1%?

(c) Is rounding off done only when computation is complete? § 226.5(b)

2. Is either the actuarial method or U.S. rule being used? § 226.5(b)

3. Is the APR for open end accounts computed as prescribed in § 226.5(a)?

S 226.6 General Disclosure Requirements

1. Are required disclosures made clearly, conspicuously, and in meaningful 
sequence? § 226.6(a)

2. (a) Are the terms "FINANCE CHARGE" and "ANNUAL PERCENTAGE RATE" in print 

more conspicuous than other required disclosures?

(b) Is all required terminology being used? § 226.6(a)

3. Are percentages and numbers in figures and correct in size? § 226.6(a)

4. Are plans in effect to retain records, other than in advertising, for a 

minimum of 2 years after disclosure date? § 226.6(i)

5. If the bank has elected to express the APR in "dollars finance charge'per

year per $100 of unpaid balance," is it aware that the percentage form 

must be used beginning January 1, 1971? § 226.6 (j)

6. (a) Is the bank aware that it may use modified forms only if it has made 

a bona fide effort prior to July 1, 1969, to get new ones which comply?
§ 226.6 (k)

(b) Is the bank aware that any forms so modified must be discontinued by 

December 31, 1969?

(c) Is the bank aware that it may not use a modified form for the notice 
of rescission?

7. (a) Do disclosures inconsistent with Regulation Z but required by State 

law appear in the proper place?

(b) If any "additional information or explanations" not required by State

2(7-1-69)
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law is being disclosed, is it stated, utilized and placed so as not to mis

lead the customer or contradict, obscure, or detract attention from requited

disclosures? § 226.6(c)

8. (a) If the bank purchases consumer paper from dealers, has it carefully 

reviewed all disclosures made by the dealer to determine the completeness

and accuracy of such disclosures?

(b) Is written acknowledgment of receipt of disclosure by customer included?
V

(c) Is the bank a creditor and therefore responsible for disclosure under

§ 226.6(d)?

* (d) If so, is it identified as a creditor on the disclosure document?

9. (a) Has it been necessary for the bank to estimate any of its disclosure

information?

(b) If so, is the estimate reasonable? § 226.6(f)

§ 226.7 Open End Accounts - Specific Disclosures

1. Have the various provisions under § 226.7 (a) been properly disclosed to the 

customer before the first transaction is made on a new open end account

established on or after July 1, 1969?

2. (a) In the case of open end accounts with collectible balances in existence

on July 1, 1969, were the disclosures required under § 226.7(a) mailed or

delivered to the customer by July 31, 1969?

(b) If the open end account had no balance on July 1, 1969, but is subse

quently used, have the new account disclosures been mailed or delivered to

the customer before or with the next billing?

(c) Has the bank established satisfactory procedures to assure that the

disclosures required under § 226.7(a) for accounts which were in existence*
on July 1, 1969, but which had no balance on that date will be mailed or 

delivered to the customer before or with the next billing? § 226.7(f)

3. Do periodic statements contain the provisions set forth under § 226.7(b) 
(refer to list of disclosures on page 7)

3(7-1-69)
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4. (a) Does the face of the periodic statement contain the proper disclosures

under § 226.7 (c)?

(b) Are other location requirements for periodic statements met?

(c) If some disclosures are on the reverse side or on accompanying slips,

does the face of the periodic statement contain the proper notice?

(d) Are the disclosures on the periodic statement located so as not to con

fuse or mislead the customer or obscure or detract from the information

required to be disclosed? § 226.7(c)

5. Is proper notice being given of any changes in the terms of open end ac

counts? § 226.7(e)

B 226.8 Credit Other Than Open End - Specific Disclosures

1. (a) Are all disclosures being given to the customer in the manner set forth

in 6 226.8(a)?

(b) Are they being given before the transaction is consummated?

(c) Are all blank spaces in the disclosure statement filled in before it is

given to the customer?

2. (a) Are disclosures required for credit sales in compliance with the require

ments of 6 226.8(b)+(c)? (refer to list on page 8)

(b) Are disclosures required for loans and other non-sale credit in compli

ance with the requirements of § 226.8(b)+(d)? (refer to list on page 8)

3. Are all charges included in the amount of credit but which are not a part

of the finance charge either added to the "unpaid balance" in accordance with

§ 226.8(c)(5) or included in the "amount financed" in accordance with

S 226.8(d) (1)?

4. Are disclosures made in connection with loans requested by mail or telephone 

made within the time specified in § 226.8(g)?
5 - (a) in dealer consumer sales paper involving an "add-on" agreement whereby

amounts financed and finance charges on additional credit sales are added

<(7-1-69)
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to an existing outstanding balance, does the agreement meet all of the 

requirements set forth in § 226.8(h)?

(b) If so, are disclosures in connection with subsequent sales being made 

within the time specified in § 226.8(h)?

(c) If not, are disclosures in connection with subsequent sales being made 

under the provisions of § 226.8 (j)?

6. (a) If the bank is electing to consider transactions involving advances 

made under loan commitments to be single transactions under the provisions 

of § 226.8(i), are estimates of disbursement and payment dates being made?

(b) Accurately?

(c) Is the finance charge itemized in accordance with § 226.8(c)(8)(i) and

S 226.8(d) (3)?

7. Do loans made for the purpose of consolidating, refinancing, or otherwise 

increasing the total indebtedness meet the requirements set forth in

§ 226.8(j)?

8. If a bank accepts a subsequent customer as an obligor under an existing 

obligation, are disclosures being made to the subsequent customer under

§ 226.8 (k)?

9. Do the disclosures made in connection with extensions or deferrals on loans 

(except loans in which the amount of the finance charge is determined by 

the application of a percentage rate to the unpaid balance), where a charge 

is imposed for the deferral or extension, conform to the requirements set

forth in § 226.8(1)?

10. Are extensions of credit involving a series of single payment obligations 

considered as a single transaction subject to the requirements of the 

Regulation? § 226.8(m)

11. Does the periodic billing statement', if elected for a non-open end trans

action, disclose both the APR and the date by which payment must be made to

avoid late charges? § 226.8(n)

5(7-1-69)
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jj 226.9 Right to Rescind Certain Transactions

1. (a) Has each customer who is qualified to rescind under S 226.9 been given the 

notice of opportunity to rescind required under § 226.9(b)?

(b) Has each such customer been given two copies of such notice?

(c) Does the form of the notice meet the requirements of § 226.9(b)?

2. (a) During the 3-day rescission period, has the bank withheld disbursement of 

any funds except in escrow?

(b) Before disbursing any funds, has the bank reasonably satisfied itself that 

the customer has not rescinded? § 226.9(c)

3. (a) Is the bank "consummating" each transaction and delivering all disclosures 

required under Regulation Z before beginning to count the 3-day rescission 

period?

(b) Is the bank preserving evidence of delivery of rescission notice required 

under § 226.9(b)?

4. (a) When waivers of the right of rescission have been taken, have the require

ments for such waivers as set out in § 226.9(e) been met?

(b) Where a waiver is taken, have only non-printed forms been used to waive 

or modify the right of rescission?

(c) Do the situations described in such waivers meet the test of "bona fide 

immediate personal financial emergency?"

§ ,226.10 Advertising Credit Terms

1. Does the bank maintain an advertising file?

2. If the bank states in an advertisement that a specific amount of credit is 

available or that a specific amount of downpayment will be accepted, does it 

usually and customarily arrange such terms?

3. Do multi-page advertisements qualify as single advertisements for purposes of 

disclosure? § 226.10(b)
4- Does current advertising appear to conform to the requirements for open end 

and non-open end advertisements? § 226.10(c)& (d)

f* <7-1-69)
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REGULATION Z 
REQUIRED DISCLOSURES 

OPEN END CREDIT PERIODIC STATEMENT

Description
(Required Terminology in Quotes)

"Previous Balance"

Purchases

"Payments"

"Credits"

"FINANCE CHARGE" (itemized)
(also showing minimum charge)

"Periodic Rate" or "Periodic Rates" (showing balance to which 
applicable)

"ANNUAL PERCENTAGE RATE"

Balance on which Finance Charge Computed

Explanation how above balance determined 

Billing Cycle Closing Date

"New Balance"

Date or Period of Payment to Avoid Additional Charge

Date & identification of purchases S 
credits other than payments
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REGULATION Z 
. . REQUIRED DISCLOSURES 
OTHER THAN OPEN END CREDIT

Description
(Required Terminology in Quotes)

Other 
Credit 
Sales 
§ 226.8

Non-sale
Credit
§ 226.8

"Cash Price" x

"Cash Down Payment" x

"Trade-In" x

"Total Down Payment" x

"Unpaid Balance of Cash Price" x

Proceeds

Other Charges (itemized)

"Unpaid Balance”

"Prepaid Finance Charge"

"Required Deposit Balance"

"Total Prepaid Finance Charge and 
Required Deposit Balance"

"Amount Financed"

"FINANCE CHARGE" (itemized)

"Total of Payments"

"Deferred Payment Price"

"ANNUAL PERCENTAGE RATE"

Date Finance Charge begins to Accrue (if other 
than note date)

Number, Amount & Due Date of Payments

"Balloon Payment" S condition under which can 
be refinanced

Default, delinquency or similar charges

Identification of security interest and 
property pledged

Method of computing rebate, if any

Identification of creditors

Charges for insurance and non-requirement 
statement if excluded from finance charge

Customer statement of desire to purchase 
insurance

* - Not applicable in case of credit sale of real 
money mortgage on dwelling.

8(7-1-69)
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*
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X

X

X

X

X

X

X

X

X

X

X

X

X

X

X

purchase
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June 2 0, 1969

MEMORAN DUM TO: Mr. Edward H. D eH ority
C h ief, D ivis ion of Ex am ination

S UBJECT: Handling of Regulation Z G arm ents
in  Rep orts  of Ex am ination 

Th is  is  res p ons ive to your m em orandum  of June 16, 1969 relativ e to th e above 
m atter.

I t is  th e op inion of th e L egal D ivis ion th at any reference to Regulation Z 
in  th e Rep orts  of Ex am ination w ill res u lt in th e rep orts  b eing germ ane to 
civ il litig atio n  involving a bank and its  cus tom er b as ed on a v io latio n  of 
Regulation Z. As s uch , th e rep orts  w ill b e s ough t by couns el eith er for 
Inform ational p urp os es  or for evidence, and th e courts  w ill h ave th e duty 
of b alancing th e I n teres ts  b etw een th e rig h ts  of litig an ts  to  ob tain needed 
inform ation and th e rig h t of th is  C orp oration to m aintain th e co n fiden tiality  
of th e rep orts .

The current p ractice in s uch  in s tances  is  to  as k th s  judge to review  th e 
des ired rep ort to  determ ine w h at p ortion s  are relevant and to order only th os e 
p ortion s  found to be relevant and neces s ary to b e p roduced after p roviding 
ap p rop riate s afeguards , s uch  as  th e deletio n  of nam es of th os e not involved 
in th e litig atio n .

The fact rem ains  th at in s uch  in s tances  th e ex tent w h ich  a rep o rt’s contents  
are revealei dep ends  on th e attitu de of th e judge and s o varies  from  cas e to 
cas e.

Because of th is  uncertainty, only th e com p lete elim ination of any reference 
to Regulation Z in th e rep orts  w ill as s ure th eir co n fiden tiality. Req ues ts  
for th eir p roduction m ay th en b e m et w ith  a res p ons e th at th ey are com p letely 
irrelevan t to th e litig atio n .

A s ep arate rep ort concerning th e b ank’s  com p liance w ith  Regulation Z, to th e 
ex tent th at I t is  relevant to a p articu lar controvers y, w ill b e s u b ject to 
s ub p oena, b ut in th at cas e it w ill b e only th e Regulation Z rep ort w h ich  w ill 
b e in jeop ardy, not th e s ep arate Rep ort of Ex am ination.

Rob ert E. M itch ell 
A s s is tant G eneral C ouns el
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June 16, 1969

MEMORANDUM TO: Mr. Leslie H. Fisher 
General Counsel

SUBJECT: Handling of Regulation Z Comments in Reports of
Examination

Informal discussion with Messrs. Hood and Moroney have raised the 
question of whether the reporting of noncriminal violations of 
Regulation Z in Corporation Reports of Examination could jeopardize 
their confidentiality. Such violations can give rise to civil 
action in which case the creditor bringing suit apparently could 
take legal steps to introduce the Report of Examination as evidence. 
Moreover, it is conceivable that even general criticisms in the 
report about, for example, inadequate Regulation Z forms or inade
quate Regulation Z procedures could be construed by a creditor 
bringing suit as desirable evidence to support his case.

It is our intention to delete all comment about criminal violations 
from Reports of Examination and handle them in a separate letter- 
report as we do other criminal violations. We would like your 
advice regarding the need to handle comments about noncriminal 
violations of Regulation Z and deficient Regulation z procedures 
in a separate letter-report outside the Report of Examination.
Such a letter-report could be prepared by the field Examiner and 
transmitted by the District Office to the Board of Directors of the 
bank independent of the Report of Examination.

If your advice is to follow the procedure discussed in the preceding 
paragraph, we also would like to know if certain nonspecific comments 
could be left in the report. For example, on the Violations page, 
the Examiner might state, "Seven violations of Regulation Z discussed 
with management during the examination and covered in detail in a 
separate letter-report." Moreover, on the Conclusions page the 
Examiner might state, "Overall Regulation Z forms and procedures 
were discussed with management during the examination and comments 
are contained in a separate letter-report." Also, Contingent Lia
bilities or Liabilities not Shown on the Books could be entered in 
the report by amount only, with reference made to a separate letter- 
report.
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Mr. Fisher -2-

Inasmuch as the regulation becomes effective July 1 of this year, it 
is imperative that we give appropriate instructions to our Supervising 
Examiners within a few days. The matter was just brought to our 
attention and we would appreciate a response to this memorandum at the 
earliest possible date.

_____ / z / v L .

Edward H. DeHority 
Chief, Division of Examina*i<

>
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A p p e n dix 7. -  Com p trolle r of the  Curr e n cy 

COMPTROLLER OF THE CURRENCY

TRUTH IN LENDING COMPLIANCE REPORT

TO THE

COMMERCE, CONSUMER AND MONETARY AFFAIRS SUBCOMMITTEE 

SEPTEMBER 16, 1976



C o m ptro ller o f the C urrency 
Adm inistrato r o f N atio nal Banks

Washingto n, D. C . 20 219 

September 13, 1976

Dear Mr. Chairman:

In response to your letter of August 13, 1976, we are pleased to provide 
you with the following information which you have requested.

(1) The number and average size of the national banks examined by this 
Office between March 31, 1975 and July 31, 1976, in the following states (asset 
size as of December 31, 1975):

No. of Banks Average Size
($ in millions)

Maryland 42 118
Delaware 5 12
New Jersey 113 150
Pennsylvania 244 152
New York 150 445
Connecticut 24 171
Rhode Island 5 544
Massachusetts 77 160
New Hampshire 44 26
Vermont 16 26
Maine 20 54

(2) The number of irregularities and/or defects and loan transactions, 
cited in items one through four of the Comptroller of the Currency’s Regulation 
Z compliance reports (Form CC-1425—OX, Page 6-1) completed in the course of exam
ining the institutions enumerated in (1) above. By agreement with your staff 
where there are more than 30 national banks in any state, a random sampling of 
30 banks is used for each state. Item 1 is concerned with a bank’s disclosure 
forms and procedures, item 2 is concerned with a bank's procedure to detect 
defects in disclosures on purchased dealer paper, item 3 is concerned with the 
accuracy of interest computations and rebates, and item 4 is concerned with the 
compliance of a bank's advertising. The number of banks found to be in violation 
of these items is indicated for each state, but this does not indicate the number 
of loans which were in violation of each bank.

Maryland
(One Bank had reported violations) 

Delaware
(One Bank had reported violations) 

New Jersey
(Four Banks had reported violations)

1 2  3 4

1 0  0 0

1 0  0 0

1 1 2  0
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- 2 -

1 2 3 4

Pennsylvania 5 0 1 1
(Seven Banks had reported violations)

New York 3 2 0 0
(Five Banks had reported violations) 

Connecticut 6 3 3 2
(Seven Banks had reported violations) 

Rhode Island 5 2 2 0
(Five Banks had reported violations) 

Massachusetts 17 6 7 5
(17 Banks had reported violations)

New Hampshire 16 7 1 1
(20 Banks had reported violations)

Vermont 3 0 0 0
(Three Banks had reported violations) 

Maine 6 1 1 2
(Six Banks had reported violations)

(3) When violations have been reported they are discussed with the manage-
ment at the conclusion of the examination. At the time the report is sent to the 
bank by the Regional Office, the Regional Administrator directs a letter to the 
bank's board of directors bringing the violations to its attention and asking to 
he informed when correction has been achieved.

When the violation is purely technical and has not resulted in monetary harm 
to the customer, the bank is directed to correct its procedures and forms. If 
the customer has suffered a significant loss, such as with a miscalculated annual 
percentage rate, the bank is directed to reimburse the customer for the excessive 
amount charged.

We trust this has been responsive to your request.

Robert Bloom
Acting Comptroller of the Currency

The Honorable Benjamin S. Rosenthal 
Chairman, Commerce, Consumer, & 
Monetary Affairs Subcommittee of the 
Committee on Government Operations 
Rayburn House Office Building 
Washington, D. C. 20515
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July 9, 1976

To: Presidents of All National Banks

Subject: Compliance with Consumer Laws —  Expanded
Examination Procedures

Within the past few weeks the Comptroller's Office has begun to 
implement new examination procedures designed to better determine 
compliance by national banks with a number of statutes enacted to 
protect consumer interests. Key elements of the new examination 
effort include:

—  Completely revised and greatly expanded examination question
naires which will enable the examiner to probe the policies, 
procedures and practices of national banks for the purpose of 
assuring full compliance with the requirements of consumer 
protection statutes and regulations.

—  Expanded training programs which will require a mastery by 
assistant examiners of the new consumer-oriented examination 
procedures as a prerequisite to obtaining a commission.

Coordinated follow-up procedures which will require our 
Regional Offices to secure early bank correction of deficient 
practices.

Involvement by the Comptroller's Enforcement and Compliance 
Division in assisting the Regional Offices in obtaining 
correction of deficiencies by recalcitrant institutions —  
through formal procedures under the Financial institutions 
Supervisory Act when necessary.

The new examination procedures initially will concentrate upon 
those problem areas in which noncompliance may have a significantly 
adverse impact upon consumers. When it is discovered that customers 
have been harmed by noncompliance, we are confident that national
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banks will act in a manner consistent with the public's faith and 
trust in them. It is expected that such actions will include tak
ing whatever steps are deemed appropriate to remedy conditions 
resulting from violations of law, including restitution.

The experience of our examination force suggests that many defi
cient practices could be avoided simply by banks scrutinizing their 
own compliance more carefully. Indeed, inadvertent violations are 
frequently caused by a failure of bank officers and counsel to 
match an understanding of the law with an awareness of the details 
of the bank's procedures and practices. Because even highly tech
nical violations of a number of these statutes can result in sub
stantial punitive damages and protracted litigation, bank counsel, 
in particular, must be alert to deviations from statutory and 
regulatory requirements. A list of the statutes which should be 
reviewed by bank counsel is attached to this Circular.

In sum, the Comptroller's Office intends to assure whatever degree 
of examiner scrutiny may be necessary to obtain conscientious 
bank compliance with the requirements of these statutes. I en
courage each of you to anticipate this heightened examiner inquiry 
by conducting your own thorough in-house reviews of practices and 
procedures in this complex, rapidly changing area.

Very truly yours.

Attachment
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C o m ptro ller o f the C urrency 
Adm inistrato r o f N atio nal B ank s

Washingto n, D .C . 20 219

*

LETTER OF TRANSMITTAL «•

Sirs:

Pursuant to the requirements of section 18(f)(5) of the Federal Trade 
Commission Act (15 U.S.C. 41 et seq., as amended by Pub. L. 93-637), I am 
pleased to submit the First Annual Report for the Consumer Affairs Division 
of the Comptroller of the Currency.

This report covers the activities of the Consumer Affairs Division 
during the calendar year 1975.

Respectfully,

The President of the Senate

The Speaker of the House of Representatives
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IN T R O DUCT IO N

T itle  I I  of Pub. L. 93-6 37 , the Federal T rade C om m ission Im provem ents 
A ct, sec tion 2 0 2 (f) (5 ), states that each agency ex erc ising  autho rity  under 
this subsection shall transm it to  C ongress not late r than M arch 15  o f each 
year a detailed repo rt on its ac tiv itie s under this le g islatio n during the 
preceding calendar y ear.

T he A ct, dated J anuary 4, 197 5 , direc ts the O ffice of the C om ptroller 
o f the C urrency to establish a separate consum er affairs div isio n w ithin 
the agency. T he div ision of consum er affairs shall receiv e and tak e appro
priate ac tion upon com plaints w ith respec t to unfair o r dec eptiv e ac ts o r 
prac tic es in or affec ting  com m erce, including ac ts o r prac tic es w hich are 
unfair or deceptiv e to  consum ers. Further, the A ct dire c ts the C om ptroller 
o f the C urrency to enforce com pliance w ith the reg ulations prom ulgated by 
the B oard of G overnors of the Federal R eserv e S ystem  (B oard) w ith respec t 
to  Federally-insured banks subjec t to  its jurisdic tio n.

T he C onsum er A ffairs D iv ision of the C om ptroller of the C urrency w as 
created in M arch, 1974, before it w as le g islativ e ly  m andated by the A ct, 
and becam e o perational in S eptem ber, 197 4. From  the o utset, the D iv ision 
has had respo nsibility  fo r the enforcem ent o f all consum er pro tec tio n law s 
w hich are applicable to  N ational B anks. T he D iv ision has equal status w ith 
o ther, long established, div isions of the C om ptro ller's O ffic e and partic i
pates sim ilarly  in o v erall po licy  planning.

In 197 5 , the Federal T rade C om m ission issued tw o proposed trade 
reg ulation rules that w ere subsequently issued by the B oard regarding  unfair 
o r deceptiv e ac ts o r prac tic es in or affec ting  com m erce. T he proposed rules 
w ere to  lim it c redito rs' rem edies ("C redit Prac tic es") and to  preserv e con
sum ers' claim s and defenses ("H older in D ue C ourse"). N either of these 
proposals w as finalized in 197 5  by either the Federal T rade C om m ission o r the 
B oard.

D uring the entire y ear, the C onsum er A ffairs D iv ision o f the C om ptroller 
o f the C urrency receiv ed and took appropriate ac tio n on com plaints w ith re
spect to alleg ed unfair or deceptiv e ac ts or prac tic es by N ational B anks. 
T hese com plaints ranged from  adv ertising  to  R egulation Z .

197 5  AN N UAL R EPO R T  T O  CO N G R ESS

T he C onsum er A ffairs D iv ision is charged w ith the respo nsibility  o f 
pro tec ting  the rig hts of the public dealing w ith banks under our jurisdic 
tio n. T hroughout 197 5 , the D iv ision w as ac tiv ely  inv olv ed in program s nim ed 
at m aking the O ffice m ore ac c essible and responsiv e to  the public. Im plem en
tatio n of these program s through im proved com m unication techniques affo rds 
the public the opportunity  to  v oice com plaints, seek inform ation and present 
the ir v iew s. Som e of the ac tiv itie s during 197 5  are listed hereafter.

7 9-848  0  - 77 - 19
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A. Compliance

The Office of the Comptroller of the Currency has the responsibility of 
enforcing compliance with State and Federal consumer laws and regulations as 
they apply to National Banks. Administration of this obligation is accom
plished through the bank examination process and through the review and reso
lution of complaints alleging violations of law, including unfair or deceptive 
acts or practices. The Consumer Affairs Division has taken an increasingly 
active part in the administration of this responsibility with the development 
of evaluative criteria and measurement techniques designed for enforcing com
pliance. As part of a management study conducted recently, the examination 
report is being revised and the Division is preparing comprehensive checklists 
and work papers to examine for bank compliance with consumer protection laws.

Whenever a violation is discovered during bank examinations, the matter 
is immediately called to the attention of bank management and a report is 
forwarded to the Regional Office and to the Washington Office. Appropriate * 
procedures are subsequently taken to correct the violation. Various check- ' 
lists are used by the examiners to serve as an aid during the examination 
process. Numerous tests are performed on selected loans, policies, procedures 
and advertising to determine whether banks are in compliance. In cases of 1
continual and extreme violations, we have used our cease and desist authority I 
and have made referrals to the United States Department of Justice. During I
1975, in connection with violations of consumer laws and regulations, there '
were two formal written agreements issued, one cease and desist order, and 
numerous referrals to the United States Department of Justice.

The complaints against National Banks cover a wide variety of consumer 
banking activities. Among the complaints received, both in Washington and 
the fourteen Regional Offices, are ones dealing with check cashing privileges, 
interest charges, deposits not credited, rebates, and individual" credit 
decisions. A computer program has been established"to"catalog these complaints. 
When a complaint is received, it is immediately referred to a staff attorney to 
investigate the fact situation and prepare as complete a response as possible 
under each circumstance to the complainant. Inquiry is made of the bank con
cerned by letter or, if necessary, the visit of an examiner. Depending on what 
is discovered, either the bank is asked to remedy its error or the complainant 
is informed that no basis has been found for the complaint. If there appears 
to.be a factual dispute between the parties, the complainant is advised to seek 
legal counsel to pursue the matter further since this Office does not have 
authority to adjudicate fact situations.

B. Training, Information and Education

The Division participated in seven schools to provide additional training 
to over 200 experienced national bank examiners from throughout the country 
in the interpretation, administration and enforcement of consumer legislation I 
and regulations.

Information is constantly collected and researched which is designed 
to check bank compliance with laws and to detect potential weaknesses and >
abuses on the part of banks in the area of consumer credit. Comprehensive
studies were completed during the year in the areas of unfair or deceptive
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acts or practices, advertising, consumer leasing, credit insurance, service 
charges, EFTS guidelines, enacted legislation and promulgated regulations.
The Consumer Affairs Division provided an innovative service to banks 
regarding laws that became effective during 1S75. These laws were the Real 
Estate Settlement Procedures Act, Equal Credit Opportunity Act and Fair 
Credit Billing Act. The Division wrote to the Presidents of all National 
Banks (with copies to examiners) sending them copies of the Acts, copies of 
the implementing regulations, and an analysis of both, including a checklist 
and transition calendar. Designated personnel were made available to bankers 
and their attorneys to discuss any questions they may have had. Also, there 
were requests for comments from Congress, the Board of Governors of the Federal 
Reserve System, and the Department of Housing and Urban Development regarding 
proposed legislation and regulations to which we responded extensively.

There were numerous requests responded to from students and educational 
institutions requesting information concerning consumer banking and consumer 
protection legislation and regulations. Throughout the year, the Division has 
offered advice and counselling to the public in response to the numerous tele
phone calls seeking this assistance. The entire staff has been actively 
involved in lecturing, serving on panels and attending meetings, seminars and 
schools.

C. Liaison

The Division has maintained continuing liaison with Federal regulatory 
agencies, State banking departments, consumer interest groups and industry 
associations for mutual assistance and an interchange of ideas in the field 
of banking consumer protection. There has been an increased activity in this 
area, especially with consumer interest groups, on matters of interest to 
bank customers. Consumer views have been encouraged and duly considered.

«

D. Legislation

The two most significant enactments during 1975 were the Home Mortgage 
Disclosure Act of 1975 and the Real Estate Settlement Procedures Act (RESPA) 
Amendments of 1975. The Home Mortgage Disclosure Act was enacted to disclose 
the failure of some financial institutions to provide adequate home financing 
in certain geographical areas and to provide disclosures to the public regard
ing residential lending patterns of certain financial institutions. The Office 
will have the responsibility for enforcing the Act and the implementing 
regulations to be issued by the Board of Governors of the Federal Reserve 
System (Board). The RESPA Amendments were enacted because Congress felt that 
RESPA was causing undesirable delays in settlements and had become unduly 
burdensome for lenders. Again, the Office will have the responsibility for 
enforcing the amended Act and the revised implementing regulations to be issued 
by the Board and the Department of Housing and Urban Development (HUD).

There were several regulations issued during the year that implemented 
legislation enacted during the 93rd Congress. Included among these were 
Regulation B (12 CFR 202) issued gy the Board to implement the Equal Credit
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Opportunity Act, amendments to Regulation Z (12 CFR 226) issued by the Board 
to implement the Fair Credit Billing Act, and Regulation X (24 CFR 82) issued 
by HUD to implement the Real Estate Settlement Procedures Act. The Consumer 
Affairs Division actively participated in commenting on these Regulations and 
subsequently prepared policy guidelines for an enforcement program to monitor 
banks under our jurisdiction for compliance with the Acts and implementing 
Regulations.

In addition to the above, the Division has the continuing responsibility 
of enforcing compliance with previously enacted consumer protection laws as 
they apply to national banks. Among the other laws which are generally in
cluded in this area are the Consumer Credit Protection Act (which includes 
the Truth in Lending Act and the Fair Credit Reporting Act), Title VIII of 
the Civil Rights Act of 1968, the Equal Employment Opportunity Act, the Flood 
Disaster Protection Act of 1973, various housing acts, Regulations Q and Z of 
the Federal Reserve Board, usury laws, and state consumer protection laws.

The Consumer Affairs Division maintains a legislative log for each 
session of Congress. The purpose of this log is to keep the Division and 
other departments of the Comptroller's Office updated on all pending consumer 
legislation and also all proposed and promulgated rules of the various regu
latory agencies.

E. Computer Systems

During 1975, the Consumer Affairs Division developed a Consumer Complaint 
Information System (CCIS). The establishment of the CCIS enables the Division 
to catalog complaints and determine the volume and type of complaints received 
and handled on a nationwide basis, and to determine which banks have an inordi
nate number of complaints filed against them. There were 1,037 complaints 
received in the Washington Office during 1975 and this represents a one-third 
increase over the previous year. The information derived from the system will 
be used to supplement the examining process, to determine legitimate customer 
concerns, and to respond to statistical inquiries. Additionally, the CCIS gives 
the Division the ability to constantly monitor our operation and utilize con
sumer complaints for policy program development.

Conclusion

At year end, the Consumer Affairs Division reviewed and evaluated its 
performance during 1975 to assure that consumer interests were recognized and 
protected. It is the intention of the Office of the Comptroller of the Currency 
to intensify the examination procedures to assure that National Banks are 
complying with consumer credit protection laws.
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November 21, 1975

Hr. Frederick Solonon 
Assistant to the Board and Director 
Office of Saver & Consumer Affairs 
Eoard of Governors of the 
Federal Reserve System
Washington, D. C. 20551

Dear Hr. Solomon:

This is in response to your letter dated October 23, 1975, requesting 
certain information with respect to our enforcement of the Truth in Lending 
Act during the past year. Our replies below are set forth in the same 
order as the questions posed in your letter.

(1) This Office enforces the Truth in Lending Act and Regulation Z 
in connection with the consumer lending practices of national banks.
During our normal examination process, we have examined for violations and 
enforced compliance with the Regulation by national banks. All complaints 
received from whatever source, alleging violations of the law, have been 
promptly brought to the attention of the bank involved and appropriate 
remedies token where necessary.

The administration of our enforcement function is undertaken by the 
Regional Administrators, examiners, and the Law Department. Whenever a violation is discovered during a bank examination, the matter is immediate^ 
ly called to the attention of bank management and a report 13 forwarded to, 
the Regional Office and to the Washington Office. Appropriate procedures 
nra subsequently taken to correct the violations. In cases of continual 
and extreme violations, we have used our cease and desist authority and in 
one instance, made a referral to the United States Department of Justice.

We have provided and are continuing to provide for our staff of 
examiners across the country training in the Interpretation, administration, 
and enforcement of the Act and Regulation Z as they apply to customers 
dealing with the banks under our jurisdiction. In one of our Regional 
Offices we are experimenting with a new examination technique. This involves 
the use of personnel who are specially trained and particularly qualified' to 
examine for bank compliance with consumer protection lavs and regulations, 
Including Regulation Z.

realtor’

I
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As an indication of the problems encountered during the year, approxi
mately ten percent of the correspondence received in our Washington Office 
from bank customers alleged violations of Regulation Z. At this tine, we 
have not yet determined how many of these allegations are actual violations.
As in recent years, one of the significant problems encountered is the use 
by creditors (in oral communications) o f rates other than the annual per
centage rate. Another problem encountered relates to unauthorized Issuance (S'
of credit cards (usually in response to telephone solicitations).

From the examination process, it is apparent that the computation of ' 
the annual percentage rate and the method of disclosure are the most 
prevalent problems.

(2) There is an indication that most national batiks are satisfied that 
they are complying with Regulation Z because the number of loan forms sub
mitted to this Office for review has diminished substantially. However, a- 
epecial nonitoring program which we are testing in one national bank region 
indicated that there may be a substantially higher degree of noncoopliance 
with the provisions of the Regulation than we hhd anticipated. We will be 
better prepared to make a qualitative analysis of this matter when the 
special program has been completed and evaluated.

(3) Tills Office established a Consumer Affairs Division in September, 
1974. Among other functions, this division will monitor the Act and 
Regulation Z. As well as training examiners and developing monitoring 
systems, the Consumer .iffairs Division has dddertaken numerous efforts 
designed to provide information and education concerning the Act and 
Regulation Z. Host recently, the division wrote to the Presidents of all 
national banks. This letter contained a copy of the Pair Credit Billing 
Act Regulations (12 CFR Part 226) issued by the Board of Governors of the 
Federal Reserve System and an analysis of the Regulations including a check
list and transition calendar. Also, personnel were made available to bankers 
and their attorneys to discuss any questions they may have concerning the Act 
or Regulation Z as amended. The same procedure was followed for the Real 
Estate Settlement Procedures Act of 1974, P.L. 93-533, and the Equal Credit 
Opportunity Act, Title V of P.L. 93-495.

Keet the Comptroller Seminars for Chief Executive Officers of National 
Ranks, and various other meetings with bankers provide a forum for education 
and information, including periodic updates, regarding the Act and Regulation 
Z. During the year national bank examiners spoke to student classes concern
ing consumer banking and we have been responsive to numerous requests from 
educational institutions to provide information concerning consumer protection 
legislation and regulations.

Personnel in our Washington Office and our fourteen Regional Offices' 
continue to make themselves available to bankers and their lawyers to dis
cuss any questions they may have concerning Regulation Z. This effort has

REALTOR
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s e rv e d  a s  a  useful suppleaent to the examination procedures conducted by 
our examiners In the field. In addition, this Office periodically send3 
to national banks Banking Bulletins and Banking Circulars containing 
instructions and information concerning the Regulation, os well as other 
matters.

We are currently doing studies in the areas of consumer leasing, 
credit insurance, and fuller disclosure of bank service charges. We 
endeavor to research and to collect information which is designed to check - 
bank compliance with laws and to detect potential weaknesses and abuses 6n 
the part of bauk3 in the area of consuner credit.

(A) We do not have any suggestions or recommendations to make for 
changes in Regulation Z or the Truth in Lending Act in addition to the 
recent amendments to the Act and proposed legislation now before Congress’. -

We trust the above will be of assistance in preparing your annual 
report to Congress on Truth in Lending, but if you need additional informa
tion, please let us know.

Very truly yours,

James E. Smith 
Comptroller of the Currency

JC:TWT:lmk 11-19-75
A

realtor



A p p e n dix 8. - Su bstan tive  Corre sp on de n ce

r t :M  J ,

August 10, 1976

Hon. Robert E. Barnett 
Chairman
Federal Deposit Insurance Corp.
Washington, D. C. 20429 

Dear Mr. Chairman:

The Subcommittee on Commerce, Consumer and Monetary Affairs, pur
suant to Its oversight responsibilities under the Rules of the House of 
Representatives, 1s Investigating the effectiveness of Federal enforce
ment of the Truth 1n Lending Act. We appreciate the cooperation already 
extended by the FDIC. Discussions between our respective staffs have 
been cordial and productive.

To assist us further 1n our review of the enforcement procedures 
of the FDIC, we would appreciate your making available on or before 
September 10, 1976, the specific Information described below:

Please set forth on a state-by-state basis for each of the follow
ing states: Maryland, Delaware, New Jersey, Pennsylvania, New York, 
Connecticut, Rhode Island, Massachusetts, New Hampshire, Vermont and 
Maine:

(1) the number, type (commercial bank, savings bank, or other), 
and average size (year-end 1975 total assets) of the In
stitutions examined by FDIC from March 1, 1975, through 
July 31, 1976;

(2) the number of negative responses to each of Items 1 through 
9 of the FDIC Regulation ,Z compliance reports (FDIC 6500/55 
(12-74)) completed 1n the course of examining the Institutions 
enumerated 1n (1) above; .

(3) the total number of loan .transactions and dollar amounts 
Involved 1f known, cited In the Comments section of the FDIC
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R egu latio n  Z co m plaln ce repo rts (FDIC 6500/55 (12-74) )  
co m pleted  In  the co u rse o f  exam in in g the In stitu tio n s 
en u m erated  1n  (1)  ab o ve; an d

(4)  w hat specific  actio n  was taken  b y  the FDIC to  re c tif y  
the situ a tio n  w ith  respect to  each o f  the tran sactio n s 
en u m erated  1n  (3 )  ab o ve. .

If  y o u  have an y  q u estio n s regard in g th is req u est, please co n tact 
M r. R o b ert H . Du gger o f  the su b co m m ittee sta f f .

Sin cere ly ,

Ben jam in  S. R o sen thal 
Chairm an

BSR :d t

«



T r u th -in-Lendlng

A u gu st 12, 197 C

M r. Joh n Qu inn
Bu r eau  of Consu m er P r otection 
S tate O ffice Bu ilding 
A u gu sta, M aine 0 4330  

D ear M r. Qu inn:

T h e Su b com m ittee on Com m erce, Consu m er and M onetar y A ffair s is 
Investigating th e effectiveness cf Feder al enfor cem ent of T r u th -in- 
Lendlng law s and r eg u lations. A s su b com m ittee ch air m an, I intend to 
h old h ear ings du r lnq  th e second week of Sep tem b er 1n w h ich  th e tr ain in g 
testing and th or ou gh ness of Feder al T r u th -in-Lendlnc exam iner s w ill b e 
exp lor ed. I wou ld lik e  to ask you r  assistance 1n p r ep ar ing for  th ese 
h ear ings. T h e sp ecial situ ation of exem p ted S tates, su ch  as M aine, p r o
vides a u niq u e op p or tu nity to evalu ate th e enfor cem ent p r ocedu r es and 
p r actices of th e Feder al b anking agencies.

C om m issioner C onnell, of C onnecticu t, r ecently p r ep ar ed for  th e 
su b com m ittee a r e p or t com p ar ing th e th orou gh ness of C onnecticu t and FD IC 
T r u th -in-Lending com p liance exam inations. T h e r e p or t indicates in exam in
ing 92 b anks th e FD IC cited 32 loan tr ansactions as h aving T r u th -in-Lending 
violation s. In contr ast, for  th e same 92 b anks, C onnecticu t exam iner s 
fou nd 3,145 noncom p lylng tr ansactions. T h e r eason for  th is differ ence 
ap p ear s to b e th e sp ecialization cf C onnecticu t's T r u th -in-Lending com 
p liance exam iner s and th e ir  indep endence from  th e standar d safety and 
sou ndness exam ination p rogr am .

If sp ecialization and indep endence ar e th e cau se, 1t nay b e th at 
Feder al T r u th -in-Lending enfor cem ent sh ou ld b e m odeled afte r  th e Con
necticu t exam p le. H owever, b efor e we can r e ly on th e C onnecticu t r e s u lts, 
we m u st know w h eth er  th ey ar e r ep r esentative. We ar e attem p ting to do 
th is in two ways.

F ir s t, we ar e asking oth er  exem p t S tates to com p ile data com p ar ing 
th e effectiveness of S tate and Feder al exam inations of T r u th -In-Lending 
com p liance.
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Seco nd , we are asking th e Fed eral banking agencies to  pro vid e us 
w ith  d ata o n Truth -1n-Lend 1ng no nco mpllance on a S tate-by-S tate basis 
fo r all States in th e N o rth east. W e w ill th en compare th e results o f 
exempt States w ith  th o se o f no nexempt States to  d etermine 1f th ere is 
any s ig n ificant d ifference 1n no nco npliance frequency. I f th ere are 
no  s ig n ificant d ifferences, we must co nclud e th at th e Fed eral exami
natio ns in C o nnecticut (and  per|aps M assach usetts and  M aine) are 
ch aracteristic o f o th er States as w ell.

I am w riting  to  request yo ur o ffice  to  co mpile d ata on th e no n- 
co mpliance find ings o f M aine Truth -in-Lend 1ng examiners alo ng th e lines 
o f th e C o nnecticut tabulatio ns. S pecifically, th e subco mmittee need s 
th e fo llo w ing  Info rmatio n:

(1) name o f th e I n stitutio n  o r I d entifying  number;

(2) d ate o f th e Fed eral examinatio n;

(3 ) find ings o f Fed eral examiners (nature o f vio latio ns, number 
o f lo ans 1n vio latio n  and  amo unt o f rebates Invo lved );

(4) d ate o f th e State examinatio n;

(5 ) find ings o f State examiners (nature cf th e vio latio n , 
number o f lo ans 1n vio latio n  and  amo unt o f rebate 
Invo lved ); and

(6) average size (197‘5 -year-end  to tal assets) o f th e banks 1n 
th e sample.

I f po ssible please segregate th e d ata acco rd ing to  wh eth er th e bank 
1s a state met'iber, state no n-member, o r natio nal bank.

I as, aware th at gath ering such  Info rmatio n 1s no t a minimal task. 
H o wever, 1f yo u co uld  make th e Info rmatio n available by September 13 ,
1976, to  allo w th e subco mmittee staff time to  compare I t w ith  d ata pro 
vid ed  by th e Fed eral agencies, I wo uld  appreciate 1t very much .

I f yo u w ill be available, we wo uld  like  to  affo rd  yo u th e o ppo rtunity 
to  te s tify and  present yo ur find ings to  th e subco mmittee 1n mid -September.

S incerely,

B enjamin S. Ro senth al 
C h airman

CSR:d t



August 12, 1976

Hon. Carol S. Greenwald 
Commissioner of Banks 
State Office Building 
100 Cambridge Street 
Boston, Massachusetts 02202 

Dear Madam Commissioner:

The Subcommittee on Commerce, Consumer and Monetary Affairs 1s 
Investigating the effectiveness of Federal enforcement of Truth-In- 
Lending laws and regulations. As subcommittee chairman, I Intend to 
hold hearings during the secondw e ek of September 1n which the training, 
testing and thoroughness of Federal Truth-1n-Lend1ng examiners will be 
explored. I would like to ask your assistance 1n preparing for these 
hearings. The special situation of exempted States, such as Massachu
setts, provides a unique opportunity to evaluate the enforcement pro
cedures and practices of the Federal banking agencies.

Conm1ss1oner Connell, of Connecticut, eecently prepared for the 
subcommittee a report comparing the thoroughness of Connecticut and 
FDIC Truth-1n-Lend1ng compliance examinations. The report Indicates 
1n examining 92 banks the FDIC cited 32 loan transactions as having 
Truth-1n-Lend1ng violations. In contrast, for the same 92 banks, 
Connecticut examiners found 3,145 noncomplying transactions. The 
reason for this difference appears to be the specialization of Connecti
cut's Truth-1n-Lend1ng compliance examiners and their Independence from 
the standard safety and soundness examination program.

If specialization and Independence are the cause, it may be that 
Federal Truth-1n-Lend1ng enforcement should be modeled after the Con
necticut example. However, before we can rely on the Connecticut results 
we must know whether they are representative. We are attempting to do this in two ways.

First, we are asking other exempt States to compile data comparing 
the effectiveness of State and Federal examinations of Truth-1n-Lend1ng 
compliance.
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Second, we are asking the Federal banking agencies to provide us 
with data on Truth-1n-Lend1ng noncompllance on a State-by-State basis 
for all States 1n the Northeast. We will then compare the results of 
exempt States with those of nonexempt States to determine 1f there Is 
any slgnlf1cantcd1fference 1n noncompllance frequency. If there are 
no significant differences, we must conclude that the Federal exami
nations in Connecticut (and perhaps Massachusetts and Maine) are 
characteristic of other States as well.

I am writing to request your office to compile data on the non- 
compliance findings of Massachusetts Truth-1n-Lend1ng examiners along 
the lines of the Connecticut tabulations. Specifically, the subcommittee 
needs the following Information:

(1) name of the Institution?^

(2) date of the Federal examination;

(3) findings of Federal examiners (nature of violations, number 
of loans 1n violation and amount of rebates Involved);

(4) date of the State examination; and

(5) findings of State examiners (nature of the violation, 
number of loans 1n violation and amount of rebate 
Involved).

Discussions between my staff and yours Indicate that (State non- 
J^ed-member bank) data comparing FDIC and Massachusetts* findings are 
relatively accessible. If your office could also develop data on com
pliance by State member banks, savings banks and State-chartered savings 
and loans, this would also be helpful because such Information can be 
compared with data provided by the Federal Reserve and the Federal Home 
Loan Bank Board. As for national banks, I am told that only an Indirect 
comparison between State banks and national banks 1s feasible. Neverthe
less, 1f you have any Information concerning national bank compliance, we 
would appreciate receiving It.

I am aware that gathering such Information 1s not a minimal takk. 
However, 1f you could make the Information available by September 13, 
1976, to allow the subcommittee staff time to compare 1t with data pro
vided by the Federal agencies, I would appreciate it very much.
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If yo u w ill be  a va ila ble , we  wo uld lik e  to  a ffo rd yo u th e  o ppo rtun ity 
to  te stify a n d pre se n t yo ur fin din gs to  th e  subco m m lttfe e  1n  m id--Se pte m be r.

, Sin ce re ly,

Be n ja m in  S. Ro se n th a l 
Ch a irm a n

BSR:dt
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F F R A -T R iH l’ IN LENDING

A ugus t 13, 1976

H on. R obert H loom 
A cting Com ptroller of the 

Currency
490 L'E nfant P laza 
"as hlnoton, D. C. 2 02 19

Dear M r. Bloom:

T he S ubcommittee on Commerce, Cons umer and  M onetary A ffa irs , 
purs uant to it s  overs inht re s pons ib ilit ie s  und er the R ules  of the 
H ous e R epres entatives , is  inve s tiga ting the effectivenes s  of 
the F ed eral enforcement of the T ruth 1n Lend ing A ct. H e appreciate 
the cooperation alread y extend ed  by the O ffice of the Com ptroller 
of the Currency. D is cus s ions  betw een our res pective s ta ffs  have 
been cord ia l and  prod uctive.

T o a s s is t us  further 1n our review  of the enforcement pro
ced ures  of the Com ptroller of the Currency, we w ould  appreciate 
your making availab le on or before S eptember 10, 1975, the s pecific 
inform ation d es cribed  below :

P leas e s et forth on a s ta te -b y -s ta te bas is  for each of the 
follow ing s ta te s : M aryland , D elaw are, New J ers ey, P enns ylvania,
New York, Connecticut, R hod e Is land , M as s achus etts , New H amps hire, 
Vermont and  M aine:

(1) the number and  average s ize (year-end  1975 tota l 
as s ets ) of the com ercia l banks  examined  by the 
Com ptroller of the Currency from M arch 1, 1975, 
through J u ly 31, 1975;

(2 ) the number of (a) Irre g u la rit ie s  and /or d efects  and  
(b) loan trans actions , cite d  1n Item s  1 through 4 
of the Com ptroller of the Currency's  R egulation 2  
compliance reports  (form  CC-142 5-0X  Paqe 6-1, J une 
1971) completed  1n the cours e of exam ining the 
ins t itu t ions  enumerated  in (1) above: and
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(3 ) w ha t sp e c ific a ctio n  wa s ta ken  by the C o m p tro ller o f 
the C urren cy to  re c tify  the situa tio n  w ith reso ect to  
ea ch o f the tra n sa ctio n s en umera ted in  (2)(b ) a bo v e.

If yo u ha v e a n y q uestio n s reg a rdin g  th is req uest, p lea se co n ta ct 
H r. R o bert H . Dug g er o f the subco m m ittee sta ff.

S in cerely,

Ben ja m in  S . R o sen tha l 
Cha irm a n

BSR-dv
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A u g u st 13, 1°76

Hon. A r th u r  F. Bu rns 
Chairman, Board o f G overnors 
Federal Reserve System 
W ashing ton. D. C. 20551

Pear H r . Chairman:

The Su bcommittee on Commerce, Consu mer an-.l M onetary A f fair s , 
p u rsu ant to  I t s  oversig ht r es p o n s ib ilities  u nder the Ru les o f the 
Hou se o f R ep resentatives, 1s I nvestig atin g  the effectiveness o f 
Federal enforcement o f the T r u th in  Lendlnn A ct. Me ap p reciate the 
coop eration already ex tended by the Federal Reserve. Olscu ssions 
betw een ou r  resp ective s taffs  have been co rdial and p rodu ctive.

To assis t u s fu r th er  1n ou r  review  o f the enforcement p rocedu res 
o f the Federal Reserve, we w ou ld ap p reciate 5'ou r making  available 
on o r  before Sep tember 10, 1076, the s p ecific  I nform ation described 
below :

P lease set fo r th  on a s tate-b y-s tate basis fo r  each o f the 
follow ing  s tates- M aryland. Pel aw are, Hew J eesey, P ennsylvania, Hew 
Y ork, Connecticu t, Rhode I sland, M assachu setts, flew H amp shire, V ermont 
and M aine:

(1) the nu mber and averaoe size (year-end 1975 to tal assets) 
o f the commercial banks ex amined by the Federal Reserve 
•from M arch 1 , 1975, throu g h J u ly 31, 1976;

(? ) the nu mber o f (a) I r r eg u lar ities  and/or defects and (b) 
loan transactions, cited in  I tems 1 throu g h 5 o f the 
Federal Reserve's R eg u lation 2 comp liance rep or ts (FR 4 10 
Pag e 5(1)-P ev. 6-60 ) comp leted 1n the cou rse o f ex amining  
the I n s titu tio n s  enu merated in  (1) above- and

79-8 48  0  - 77 - 20
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(3 ) what spec ific  a c tio n was taken by  the Federal Reserve 
to  re c tif y  the situ a tio n w ith respec t to  eac h o f the 
transac tio ns enu nerated in (2 )(b) abo ve.

If  y o u  have any  q u estio ns reaardlnq  this req u est, please c o ntac t 
M r. R o bert H . Bu nner o f  the su bc o m m ittee sta f f .

S inc erely ,

Benjam in S. R o senthal 
Chai m an

BSR:dv
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A ugust 20 , 1976

H r. Peter H. Schuck 
01 rector 
C onsumers U nion
1714  M assachusetts A v enue, N .lf.
Washington, 0 . C . 20 0 36 

Dear H r. Schuck-

I am w rltln o to In v ite you to present the v iews o f  C onsumers 
U nion concerning F ed eral enforcement o f  the T ruth 1n Lend ing A ct 
at a hearlno on Wed nesd ay, September 15 , 1976, at 10  A .M . 1n R oom 
224 7 of  the R ayburn House O f fice B uild ing.

T he subcommittee would  especially appreciate hearing:

1. your thouqhts on the merits o f  noncompllance d isclosure, 
especially the benefits or costs o f  d isclosing In d iv id ual bank non- 
compliance 1n the med ia, and  the relationship o f  d isclosure to the 
self-en forcing nature o f  the T ruth 1n Lend ing A ct:

2. a d escription  o f  what proced ures the F ed eral banking agencies 
should  use 1n ev aluating and  b ringing about compliance w ith T ruth 1n 
Lend ing regulations: and

3. a d iscussion o f  the basis and  goals o f  the C onsumers U nion 
suit against the C omptroller o f  the C urrency to obtain certain  In fo r
mation concerning national bank compliance w ith T ruth in  Lend ino 
regulations.

T he R ules o f  the House and  this committee require that 5 0  copies 
o f  a w itness’ prepared  statement be d eliv ered  to the subcommittee at 
least 24  hours p rio r to the presentation o f  testimony.
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I o erso nally look fo rw ar d  to  hearing your testim o ny.  If you have 
any questions concernin'! th is hearing, please co ntact R obert H . D uoqer 
o f the subcom m ittee sta ff.

W arm est regar d s.

S incere ly,

B enjam in S . R osenthal 
C hairm an

BSR rd v
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August 2 0, 1076

lion . L awren ce C on n ell 
* Commission er  of Ban ks

S tate O ffice B u ild in g, Room 2 39  
165 C ap itol Av en ue 
Ha r tfor d , C on n ecticut 06115

V
D ear  Commission er  C on n ell:

I am w r it in g  to than k you for  makin g a v a ilable your  r ep or t on  
T r uth -in -len d 1n g complian ce 1n  C on n ecticut an d  to in v ite you to 
tes t ify  con cer n in g your  fin d in gs a t 10 A .H. on  W ed n esd ay, September  
15, 1076, 1n  Room 2 2 47 of th e R aybur n  House O ffice B ull d i n o.

The subcommittee would  esp ecially app r eciate hear in g:

1. a d esc r ip tion  of C on n ecticut tr uth -1n -len d 1n g ex amin ation  
p r oced ur es;

2 . a d iscussion  of what steps your  offic e takes to b r in g  about 
ban k complian ce 1n  tr u th -In -len d in g  laws an d  what p r actices you ar e 
con sid er in g to b r in g about g r eater  an d  more pr ompt complian ce 1n  the 
fu tu r e- an d  p a r t ic u la r ly ,

3. your  thoughts on  the mer its of n on complian ce d isclosu r e, 
esp ecially the ben efits or  costs of d isclosin g  in d iv id u a l ban k n on - 
complian ce 1n  the med ia an d  the r ela tion sh ip  of d isclosur e to the 
self-en for c in g  aspects of the T r uth  1n  L en d in g A ct.

The R ules of the House of R ep r esen tativ es an d  th is  comlttee 
r eoulr e th a t 50 copies of a witn ess' pr epar ed  statemen t be d eliv er ed  
to the subcommittee a t lea st 2 4 hour s p r ior  to the p r esen tation  of 
testimon y.

V
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I D e r s o n a lly  lo o k  fo r w a r d  to  h e a r ln o  y o u r  te s tim o n y . I f  y o u  h a v e  
a n y  q u e s tio n s  c o n c e rn in g  th e  h e a r in g , p le a s e  c o n ta c t R o b e rt H . O u o o e r 
o f th e  s u b c o m m itte e  s t a f f .

’..'a r r e s t r e g a r d s .

S in c e r e ly ,

B e n ja m in  S . R o s e n th a l 
C h a irm a n

B S R :d v
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August 20, 1976

Hr. John Quinn
Bureau o f Consumer Protection 

*  State O ffice  Bu ild ing
Augusta, Maine 04330 

Dear Hr. 0u1nn:
|

I am w r it in g  to thank you fo r  your o f f ic e 's  cooperation w ith  
the subcommittee's Inves tiga tion  o f  Federal truth-1n-lend1nq 
enforcement and to request th a t you te s t i f y  before the subcommittee 
on Wednesday, September 15, 1976, a t 10 A.H. 1n Room 2247 o f the 
Rayburn House O ffice  B u ild ing .

The subcommittee would espec ia lly  appreciate hearing:

1. a descrip tion  o f Maine's tru th -1n-lend ing  examination pro
cedures and what steps are taken to  indemnify borrowers' v io la tio n s  
when the?/ are found;

2. a discussion o f what steps your o f f ic e  takes to  bring about 
bank compliance w ith  tru th -1n-lend ing  laws, and what practices you 
are considering to  bring about greater and more prompt compliance 1n 
the fu tu re ;

3. your thoughts on the m erits o f noncompliance d isclosure , 
espec ia lly  the costs and benefits  o f d isc los ing  Ind iv idua l bank non- 
compliance 1n the media, and the re la tio n sh ip  o f d isclosure to the 
se lf-en fo rc ing  aspects o f the Truth 1n Lending Act; and

4. a review o f the communications between your o f f ic e  and the 
Comptroller o f  the Currency regarding Federal enforcement o f State 
banklnn laws by fe d e ra lly  chartered In s t itu t io n s .

The Rules o f the House o f Representatives and th is  committee 
regulre th a t 50 copies o f a w itness' prepared statement be delivered 
to the subcommittee a t leas t 24 hours p r io r  to  the presentation o f 
testimony.
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I personally look forward to your testimony. Please rest assured 
that exnenses incurred by pou to aopear at th is hearing w ill be promptly 
reimbursed by the subcommittee. I f  you have any questions concerning 
the hearing, please contact Robert H. Dugoer o f the subcommittee s ta ff.

1'armest regards.

Sincerely,

Benjamin S. Rosenthal 
Chairman

BSR:dv
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FBRA TRUTH IN LENDING HR3 9-1

Auaust 20, 1976

! ‘on. Carol S. Greenwald
Commissioner o f  Banks
S ta te  O ff ic e  B u ild in g
100 Cambridge S tre e t
Boston, Massachusetts 02202

Dear Madam C om iss lo n e r:

I  an w r i t in g  to  thank you fo r  you r o f f ic e 's  coopera tion  w ith  
the  subcom m ittee's In v e s tig a t io n  o f  Federal t ru th - in - le n d 1 n g  
enforcement and to  In v ite  you o r  you r de legate to  t e s t i f y  be fo re  
the  subcommittee on Wednesday, September 15, 1975, a t  10 A.M. 1n 
Room 2247 o f  the Rayburn House O ff ic e  B u ll d in o .

The subcommittee would e s p e c ia lly  app rec ia te  hearing :

1. a d e s c r ip t io n  o f  M assachusetts' truth-1n-len<J1ng examina
t io n  procedures and what steps are taken to  Indem nify bo rrow ers ' 
v io la t io n s  when they are found;

2. a d iscuss io n  o f  what steps you r o f f ic e  takes to  b r in g  
about bank compliance w ith  tru th -1 n -le n d 1 n g  law s, and what p ra c tic e s  
you are con s id e rin g  to  b r ln o  about g re a te r and more prompt compliance 
1n the  fu tu re ;  and p a r t ic u la r ly ,

3. your thouqhts on the  m e rits  o f  noncompliance d is c lo s u re , 
e s p e c ia lly  the  costs  and b e n e fits  o f  d is c lo s in g  1nd1f1dual bank non- 
compliance 1n the  media, and the  re la t io n s h ip  o f  d is c lo s u re  to  the 
s e lf -e n fo rc in g  aspects o f  the  T ru th  1n Lending A c t?

The Rules o f  hhe House o f  R epresentatives and th is  committee 
re q u ire  th a t  59 copies o f  a w itn e s s ' prepared statem ent be d e live re d  
to  the  subcommittee a t le a s t 24 hours p r io r  to  the  p re se n ta tio n  o f  
tes tim ony .
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I personally look forward to hearing your testimony. I f  you have 
any questions concerning the hearing, please contact Robert H. Dugger 
of the subcomlttee s ta ff.

Warmest regards.

Sincerely,

Benjamin S. Rosenthal 
Chairman

BSR:dv
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August 25, 1976

Hon. Robert E. B a rn e tt, Chairman 
Federal D eposit Insurance Corp.
550 -  17th S tre e t,  N.W.
Washington, D. C. 20249 

Dear Mr. Chairman:

As you know, the  Commerce, Consumer and Monetary A f fa i r s  Subcommittee 
has been in v e s t ig a t in g  Federal enforcement o f  the T ru th  in  Lending A ct 
pursuant to  I t s  o v e rs ig h t r e s p o n s ib i l i t ie s  under the  Rules o f  the  House 
o f  R epresen ta tives . I  am w r i t in g  to  thank you fo r  the  FDIC's coopera tion  
w ith  the  subcommittee's In v e s tig a t io n  and to  request th a t  you appear 
be fore the  subcommittee on Thursday, September 16, 1976, a t  10 a.m. 1n 
Room 2247 o f  the Rayburn House O ff ic e  B u ild in g  to  g ive  tes tim ony concern ing:

(1 ) The d iffe re n c e  between FDIC T ru th  1n Lending noncompllance 
f in d in g s  and those o f  S ta te  compliance examiners in  Connec
t i c u t ,  Maine and Massachusetts f o r  the pe riod  March 1 , 1975, 
to  J u ly  31, 1976. (A sunriary c f  the C onnecticu t re p o r t is  
enclosed. Summaries o f  the  Maine and Massachusetts re p o rts  
w i l l  be sen t to  you as soon as they are rece ived  by the  sub
com m ittee .)

(2 ) The p o s it io n  o f  the FDIC on the  m e rits  o f  noncompliance d is 
c lo s u re , e s p e c ia lly :

(a ) n o t i f ic a t io n  o f  borrowers th a t  a loan  tra n s a c tio n  o f  
th e ir s  may con ta in  a v io la t io n  o f  some se c tio n  o f  T ru th  
1n Lending re g u la t io n s ;

(b) p u b lic  d is c lo s u re  through the media o f  In d iv id u a l bank 
noncompliance w ith  T ru th  1n Lending re g u la t io n s ; and

(c ) the re la t io n s h ip  o f  d is c lo s u re  to  the s e lf -e n fo rc in g  
na ture  o f  the  T ru th  in  Lending A c t.

(3) The procedures p re s e n tly  fo llo w e d  o r  under c o n s id e ra tio n  by the
FDIC to  eva lua te  the  degree o f  compliance w ith  T ru th  in  Lending 
s ta tu te s ,  to  r e c t i f y  ins tances o f  noncompllance, and to  Indem nify 
borrowers in ju re d  by noncompliance.
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Your testimony on these Issues w ill be greatly appreciated. The Rule 
o f the House o f Representatives and th is  committee require that 50 copies 
o f a witness' prepared statement be delivered to the subconmlttee at least 
24 hours p rio r to the presentation of testimony.

I f  you have any questions concerning th is  hearing, please contact Mr. 
Robert H. Dugger o f the subcommittee s ta ff.

Sincerely,

Benjamin S. Rosenthal 
Chairman

BSR:dv

Enclosure: 1
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SUMMARY OF CONNECTICUT AND FDIC 
TRUTH IN LENDING COMPLIANCE FINDINGS CONCERNING 92 STATE 

NONMEMBER BANKS, MARCH 1 , 1976 THROUGH JULY 3 1 , 1976

C o n n e c tic u t T ru th  in  Lend ing  C om pliance E xa m in a tio n  F in d in g s :

Number o f  Banks Examined 92

Number o f  V io la t io n s  C ite d  3 ,145

T o ta l M one tary  A d ju s tm e n ts  $ 42 ,5 4 6 .3 3

L a rg e s t A d ju s tm e n t by One Bank $ 27 ,9 8 0 .0 0

Number o f  Banks w it h  No C ite d  T ra n s a c t io n s  NIL

Number o f  Banks w ith  No A d ju s tm e n ts  NIL

FDIC T ru th  in  Lend ing  C om pliance E xa m in a tio n  F in d in g s :

Number o f  Banks Examined 92

Number o f  V io la t io n s  C ite d  37

T o ta l M one tary A d ju s tm e n ts  $ 0 .0 0
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August 25, 1976

Mr. Robert Bloom
Acting Comptroller o f the Currency 
490 L 'Enfant Plaza 
Washington, 0. C. 20036 

Dear Mr. Bloom:

As you know, the Commerce, Consumer and Monetary A ffa irs  Subcom
m ittee has been Inves tiga ting  Federal enforcement o f the Truth 1n Lending 
Act pursuant to  i t s  oversight re s p o n s ib ilit ie s  under the Rules o f the 
House o f Representatives. I am w r itin g  to  thank you fo r  your o f f ic e 's  
cooperation w ith  the subcommittee's inves tiga tion  and to  request tha t 
you appear before the subcommittee on Thursday, September 16, 1976, a t 
10 a.m. 1n Room 2247 o f the Rayburn House O ffice  Bu ild ing to  give te s t i 
mony concerning:

1. The find ings  o f a special examination conducted by your o ff ic e  
o f Hew England national bank compliance w ith  Federal consumer p ro tection 
s ta tu tes . The subcommittee desires th a t you be prepared to  discuss:

(a) the date and nature o f the compliance examination;

(b) the names, loca tion  and size (year-end 1975 to ta l 
assets) o f the banks 1n the survey;

(c) the number and nature o f the Truth in  Lending 
v io la tio n s  found 1n each o f the banks enumerated 
in  (b) above; and

(d) what sp e c ific  ac tion (s) has been taken by your 
o ff ic e  to  co rrec t the v io la tio n s  enumerated in  (c) 
above, includ ing indem nification o f borrowers where 
appropria te.

2. The pos ition  o f the O ffice  o f the Comptroller o f the Currency 
(OCC) on the m erits o f noncompliance d isc losure , espec ia lly :
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(a) no tifica tio n  of borrowers that a loan transaction 
of the irs  nay contain a v io la tion  of sore section 
of Truth 1n Lending regulations;

(b) public disclosure, through the media, o f Individual 
bank nonconpliance with Truth in Lending regulations; 
and

(c) the re lationship of disclosure to the self-enforcing 
nature o f the Truth 1n Lending Act.

3. The position of the OCC on:

(a) whether national banks located In States exempted 
from the requirements of the Truth 1n Lending Act 
pursuant to Section 123 of the Act should be re 
quired to comply with Federal Truth in Lending 
regulations or the State's Truth in Lending statutes; 
and

(b) whether State Truth 1n Lending compliance examiners 
should be allowed to review the loan f i le s  o f national 
banks located in States exempted from the requirements 
of the Truth 1n Lending Act pursuant to Section 123 of 
the Act.

Your testimony on these Issues w ill be greatly appreciated. The 
Rules of the House of Representatives and th is  corrnlttee require that 50 
copies of a witness' prepared statement be delivered to the subcommittee 
at least 24 hours p rio r to the presentation of testimony.

I f  you have any questions concerning th is  hearing, please contact 
Mr. Robert H. Dugger o f the subcommittee s ta ff.

Sincerely,

Benjamin S. Rosenthal 
Chairman

BSRzdt

4
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August 25, 1976

lion. Arthur F. Burns, Chairman 
Board of Governors 
Federal Reserve System 
Washington, D. C. 20551 

Dear Mr. Chairman:

As you know, the Commerce, Consumer and Monetary A ffa irs  Subcommittee 
has been investigating Federal enforcement o f the Truth in Lending Act 
pursuant to its  oversight respons ib ilities  under the Rules o f the House 
of Representatives. I am w riting  to thank you fo r  the Board's coopera
tion with the subcommittee's Investigation and to request that you or 
your delegate appear before the subcommittee on Thursday, September 15,
1976, at 10 a.m. in Room 2247 of the Rayburn House Office Building to 
give testimony concerning:

(1) The position of the Board of Governors on the merits o f non- 
compliance disclosure, especially:

(a) n o tifica tio n  o f borrowers that a loan transaction of 
the irs may contain a v io la tion  of some section o f Truth 
in Lending regulations;

(b) disclosure through the media of the degree of individual 
bank noncompliance with Truth in Lending regulations: and

(c) the re lationship o f disclosure to the self-enforcing 
nature of the Truth 1n Lending Act.

(?) The procedures presently followed or being considered by the
Federal Reserve System to evaluate the degree o f bank compliance 
with Truth 1n Lending statutes, to re c tify  Instances of noncompli- 
ance, and to indemnify borrowers injured by noncompliance.

Your testimony on these Issues w ill be greatly appreciated. The Rules 
o f the House o f Representatives and th is  committee require that 50 copies 
of a witness' prepared statement be delivered to the subcomiittee at least 
24 hours p rio r to the presentation of testimony.
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I f  you have any questions concerning th is  hearing, please contact Hr. 
Robert II. Dugger o f the subcommittee s ta ff.

Sincerely,

Benjamin S. Rosenthal 
Chairman

*
BSR:dv

79-848 0  -  77 - 21
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September 3, 1976

Honorable Benjamin S. Rosenthal, Chairman
Congress of the United States f
House of Representatives
Commerce, Consumer and Monetary Affairs
Subcommittee of the Committee on Government Operations
Rayburn House Office Building
Room B-350 -A B
Washington, D. C. 20515

Dear S ir:

I  am enclosing a copy of the data which was  compiled concerning -the 
non-compliance findings of the Massachusetts Truth-in-Lending examiners 
which you requested in your recent l e t te r  to Carol S. Greenwald, Commissioner 
of Banks.

Discussions between ny s ta f f  and yours indicate th a t data re la tiv e  to 
FDIC findings are re la tiv e ly  inaccessible; therefore, we have not included a 
comparison in  our study.

Commencing in  February, 1976, examiners from the Consumer Credit 
Division were assigned to conduct the Truth-in-Lending and consumer portion 
of the examination of Trust Companies and Savings Banks. The data enclosed 
includes only the resu lts  of those examinations from February through June 
of 1976.

As you w ill notice from the data submitted, the examinations do not 
encompass IOC# of the consumer cred it accounts of the in s titu tio n s  and, in 
some instances, the number of exceptions have been projected. I t  should be 
noted th a t i f  the exception l is te d  involved incorrect terminology or requir
ed terminology not more conspicuous on the printed disclosure forms, a l l  of 
the accounts examined were included in  the number of exceptions.

We also did not have available the do llar amount of rebates involved 
as was discussed with your s ta f f .

The summary of examinations is  as follows:
»*

Trust Companies -  February thru June 

27 examinations completed

2855 individual exceptions noted



319

Honorable Benjamin S. Rosenthal, 
Chairman -2- September 3, 1976

Savings Banks -  February thru July 9 

U2 examinations completed 

225k individual exceptions noted

Totals ...............................  69 examinations completed

5109 individual exceptions noted

I  tru s t  the enclosed information w ill a s s is t you and the subcommittee 
s ta f f  in  the comparison.

RSL/rf
Enclosures: 2

Very tru ly  yours,

Robert S. Leadbetter 
Supervisor of Loan Agencies
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September 7, 1976

lion. Arthur F. Bums 
Chairman
Board o f Governors 
Federal Reserve System 
Washington, D. C. 20551 

Dear Mr. Chairman:

As you are aware, the Commerce, Consumer and Monetary A ffa irs  Subcom
mittee 1s investigating Federal enforcement o f the Truth in Lending Act.
To assist us further 1n our review of the enforcement procedures of the 
Federal Reserve, please provide the Subcommittee on or before Tuesday, 
September 23, 1976, with copies o f the following documents:

(1) Page 5(1) of five  randomly selected examination reports that 
contain Regulation 7 vio la tions and a ll supporting documenta
tion tracing the recorded v io lations from the examination 
reports through th e ir fin a l d isposition.

(2) Five randomly selected compliance reports prepared by each 
o f the Chicago and Richmond regional offices with a l l docu
mentation supporting the disposition o f reported v io la tions.

(3) A ll instruction circu lars to examiners and Federal Reserve 
member banks re la tive  to the Truth in Lending Act.

For the purpose of th is  request, i t  w il l not be necessary to provide 
information that would Iden tify  specific  banks or Individualsborrowing 
e n titie s .

I f  you have any questions concerning th is  request, please contact 
Mr. Robert H. Dugger o f the Subcommittee s ta ff.
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Thank you fo r your cooperation.

Sincerely,

Benjamin S. Rosenthal 
Chairman

BSR:dv

«
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J o h n  E  Q u in n  
SUPERINTENDENT

D E P A R T M E N T  O F  B U S IN E S S  R E G U L A T IO N  
B U R E A U  O F  C O N S U M E R  P R O T E C T IO N  

STATE O FFIC E ANNEX
AUGUSTA. M AINE 0 4 3 3 0  

< 2 0 7 )  2 8 9 -3 7 3 1

t

Septem ber 8 , 1976

»

Mr. R o b ert H. Dugger 
Subcom m ittee on Commerce, Consumer 

and M onetary A f f a i r s
R ayburn House O f f ic e  B u ild in g  
Room B-350-A-B 
W ash ing ton , D .C. 20515 

D ear M r. D ugger:

I  have e n c lo se d  th e  s u rv e y  re q u e s te d  by C hairm an R o se n th a l in  h i s  
l e t t e r  o f  A ugust 1 2 , 1976.

As background  f o r  th e  summary i t s e l f ,  i t  sh o u ld  be n o te d  t h a t  th e  
b an k in g  in d u s t r y  in  M aine was p u t on n o t i c e  c o n c e rn in g  my e n fo rcem en t 
p o l ic y  c o n c e rn in g  T ru th -In -L e n d in g  in  th e  e a r ly  m onths o f  1975. T h is  
r e p o r t  r e f l e c t s  th e  d e g re e  o f  c o m p lian ce  a cc o m p lish e d  d u r in g  th e s e  
m onths p re c e d in g  th e  a c t u a l  e x a m in a tio n s .  I  w ould a l s o  n o te  t h a t  my 
f i e l d  ex am in ers  a r e  r e s p o n s ib le  f o r  v i s i t i n g  a number o f  n o n -b a n k in g  
c r e d i t o r s  such  a s  S e a r s ,  J .  C. P e n n e y 's  and o t h e r s .

On th e  n e x t to  th e  l a s t  page o f  th e  r e p o r t  you w i l l  f in d  a r e f e r e n c e  
to  th e  e x a m in a tio n  o f  th e  in  w hich
th e  349 T ru th -In -L e n d in g  v i o l a t i o n s  w ere  r e c e n t ly  u n c o v e re d . The b a n k 's  
FDIC number i s  17743. We have le a rn e d  th a t  th e  FDIC c o n clu d ed  an  exam i
n a t io n  o f  t h i s  bank i n  November o f  1975 . T h e ir  r e p o r t  o f  e x am in a tio n  
in c lu d e d  a r e f e r e n c e  to  t h e i r  T ru th -In -L e n d in g  e x a m in a tio n . A p p a re n tly , 
t h e i r  T ru th -In -L e n d in g  e x am in a tio n  d id  n o t u n co v er any  o f  th e  349 v i o l a t i o n s  
in v o lv e d  in  th e  b a n k 's  f a i l u r e  o r  r e f u s a l  to  d i s c l o s e  m ore th a n  one m o n th 's  ►
f in a n c e  c h a r g e .  In  v iew  o f  th e  f a c t  t h a t  v i r t u a l l y  a l l  eonsum er lo a n s

Four seasons for Me.
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Mr. R o b ert H. Dugger
Subcom m ittee on Commerce, Consumer 

and M onetary  A f f a i r s

Septem ber 8 ,  1976

is s u e d  s in c e  J a n u a ry  1 , 1975 had c o n ta in e d  t h i s  ty p e  o f  v i o l a t i o n ,  i t  seems 
o b v io u s  t h a t  th e  FDIC e x a m in a tio n s  c o u ld  n o t have  re v ie w ed  so much a s  a 
s in g l e  consum er lo a n  is s u e d  in  1975. We d id  n o t exam ine t h i s  bank  f o r  
TIL in  1975.

I  w i l l  b e  fo rw a rd in g  a copy o f  my a d d re s s  to  th e  C om m ittee by F r id a y ,  
a t  th e  l a t e s t .

I  lo o k  fo rw ard  to  m e e tin g  w ith  you n e x t  W ednesday.

R e s p e c t f u l ly

John  E . Quinn 
S u p e r in te n d e n t

JEQ: cmd 
e n c .

«



FEDERAL DEPOSIT INSURANCE CORPORATION. Washington. D C. 20429

O F F IC E  OF TH E  C H A IR M A N

September 10, 1976

Honorable Benjamin S. Rosenthal 
Chairman
Commerce, Consumer and Monetary 

Affairs Subcommittee
Committee on Government Operations 
U.S. House of Representatives 
Washington, D.C. 20515

Dear Mr. Rosenthal:

This is in response to your letter of August 10, 1976, requesting the following 
information on a state-by-state basis for each of the following states: 
Maryland, Delaware, New Jersey, Pennsylvania, New York, Connecticut, Rhode 
Island, Massachusetts, New Hampshire, Vermont and Maine:

(1) the number, type (commercial bank, savings bank, or other), and 
average size (year-end 1975 total assets) of the institutions 
examined by FDIC from March 1, 1975, through July 31, 1976;

(2) the number of negative responses to each of items 1 through 9 of 
the FDIC Regulation Z compliance reports (FDIC 6500/55 (12-74)) 
completed in the course of examining the institutions enumerated 
in (1) above;

(3) the total number of loan transactions and dollar amounts involved 
if known, cited in the Comments section of the FDIC Regulation Z 
compliance reports (FDIC 6500/55 (12-74)) completed in the course 
of examining the institutions enumerated in (1) above; and

(4) what specific action was taken by the FDIC to rectify the situation 
with respect to each of the transactions enumerated in (3) above.

Enclosed are charts depicting the information requested by items (1) and (2).
In a number of cases, the same banks were examined more than once during the 
relevant time period. The results of the second and third examinations are 
depicted separately on pages 2 and 3 of the enclosure.
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Our staff has discussed items (3) and (4) with your staff and, while we are 
not providing this information at the present time, we will comment further 
on these matters in our statement before your committee later this month.

Very truly yours,

Robert E. Barnett 
Chairman

Enclosure
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C H A IR M A N  O F  T H E  B O A R D  O F  G O V E R N O R S  

F E D E R A L  R E S E R V E  S Y S T E M  
W A S H IN G TO N , D. C . 2 0 5 5 1

Septem ber 10 , 1976

The H onorable B enjam in S. R o se n th a l 
C hairm an
Subcom m ittee on Commerce, Consumer 

and M onetary A f f a i r s
Com m ittee on Government O p e ra tio n s  
House o f R e p r e s e n ta t iv e s  
W ash ing ton , D. C. 20515

•>

Dear Mr. C hairm an:

I  am p le a s e d  to  re sp o n d  to  you r l e t t e r  o f A ugust 13, 1976, 
in  w hich you r e q u e s te d  in fo rm a tio n  c o n c e rn in g  th e  S y s te m 's  en fo rcem en t 
o f th e  T ru th  in  L ending r e g u la t io n s  in  c e r t a i n  S t a t e s .

The F e d e ra l  R ese rve  e n fo rc e s  th o s e  r e g u la t io n s  o n ly  a t  banks 
t h a t  a re  d i r e c t l y  s u p e rv is e d  by th e  System , nam ely , S ta te  member b a n k s . 
X b e l ie v e  you w i l l  f in d  t h a t  th e  in fo rm a tio n  in  th e  e n c lo se d  t a b l e  
re sp o n d s  f u l l y  to  y o u r f i r s t  and second  q u e s t io n s .  P u rsu a n t to  an 
agreem ent w ith  y o u r s t a f f ,  we have n o t p ro v id e d  d e t a i l e d  in fo rm a tio n  
on T ru th  in  Lending v i o l a t i o n s  f o r  banks in  M aine, M a s s a c h u s e tts ,  and 
C o n n e c tic u t.  These S ta te s  have b een  exem pted from  th e  F e d e ra l  p ro 
v i s io n s  o f  th e  T ru th  in  Lending Act and banks in  th o s e  S t a te s  a re  
t h e r e f o r e  s u b je c t  to  S ta te  r e g u la t io n s  e n fo rc e d  by S ta te  b an k in g  
d e p a r tm e n ts .  F u r th e rm o re , th e r e  a r e  no S t a t e  member banks in  D elaw are , 
Rhode I s la n d ,  and V erm ont.

Your in q u ir y  fo c u s e s  on page 5 (1 ) o f  th e  S y s te m 's  R ep o rt o f 
E xam ination  w hich d e a ls  w ith  T ru th  in  L end ing  co m p lia n ce . I  sh o u ld  
p o in t  o u t th a t  in  some c a s e s  v io l a t i o n s  o f  th e  T ru th  in  L ending 
r e g u la t io n s  may n o t be r e p o r te d  on page 5 (1 )  b u t c o u ld  be in c lu d e d  in  
o th e r  s e c t io n s  o f  th e  E xam ina tion  R e p o r t. In  a d d i t i o n ,  s in c e  F e d e ra l  
R eserve  exam iners r e ly  on sam ples and do n o t exam ine each  n o te  o r  
t r a n s a c t io n  in  a b ank , th e  number o f  v i o l a t i o n s  n o te d  does n o t 
n e c e s s a r i l y  c o rre sp o n d  to  th e  t o t a l  number o f  v i o l a t i o n s .

W ith r e s p e c t  to  y o u r t h i r d  q u e s t io n  re g a rd in g  th e  a c t io n  
ta k e n  to  r e c t i f y  v i o l a t i o n s ,  th e  n a tu r e  o f  th e  v io l a t i o n s  and th e  
m easures needed  to  c o r r e c t  any s im i l a r  v i o l a t i o n s  in  th e  f u tu r e  a re
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d is c u s s e d  w ith  b a n k  m anagem ent. Depending upon th e  s e r io u s n e s s  o f  
th e  v i o l a t i o n s ,  th e  l e t t e r  t r a n s m i t t in g  a  copy o f  th e  E x a m in a tio n  
R ep o rt to  th e  bank  may h i g h l ig h t  t h e i r  e x is t e n c e  and may a sk  f o r  a  
re s p o n se  by  a  g iv e n  d a te  in d ic a t in g  th e  s p e c i f i c  s te p s  ta k e n  to  
e f f e c t  a  c o r r e c t i o n .

We u n d e rs ta n d  t h a t  th e  C om m ittee s t a f f ,  in  p r e p a r a t io n  f o r  
th e  h e a r in g s  sc h e d u le d  f o r  th e  week o f  Septem ber 13 , has e x p re ss e d  
an  i n t e r e s t  in  th e  i s s u e  o f  S ta te  exem ptions  f o r  T ru th  in  Lending 
e n fo rc e m e n t. D uring r e c e n t  h e a r in g s  b e f o r e  th e  S e n a te  B anking 
C om m ittee, th e r e  was d i s c u s s io n  o f  th e  i s s u e  o f  exem ptions g ra n te d  
to  S ta te s  by  th e  B oard u n d e r th e  T ru th  in  L ending A c t .  I t  was 
im p lie d  in  th o s e  d is c u s s io n s  t h a t  th e  B o a rd 's  p ro c e d u re s  f o r  g r a n t in g  
an  exem ption  do n o t p e rm it exem pted S ta te s  to  e n fo rc e  th e  A ct w ith  
r e g a rd  to  f e d e r a l l y  c h a r te r e d  c r e d i t o r s .  I  w ould l i k e  to  ta k e  t h i s  
o p p o r tu n i ty  to  c l a r i f y  th e  q u e s t io n  o f  S ta te  exem ption  f o r  f e d e r a l l y  
c h a r te r e d  i n s t i t u t i o n s .

The p ro c e d u re s  by  w hich  any S ta te  may a p p ly  f o r  and be 
g ra n te d  an  exem ption  a re  s e t  f o r th  i n  Supplem ent I I  to  R e g u la t io n  Z, 
a  copy o f  w hich  i s  e n c lo se d  f o r  yo u r c o n v e n ie n t r e f e r e n c e .  F o o tn o te  4 
u n d e r p a ra g ra p h  (b ) (5 )  o f  t h a t  sup p lem en t p ro v id e s  t h a t  t r a n s a c t io n s  
in v o lv in g  th e  e x te n s io n  o f  c r e d i t  by  f e d e r a l l y  c h a r te r e d  i n s t i t u t i o n s  
a re  a  s e p a r a te  c la s s  o f  t r a n s a c t i o n  f o r  th e  p u rp o se  o f  g ra n t in g  any 
ex em p tio n . Under t h i s  p r o v i s io n ,  a S ta te  may s e c u re  an e x em ption  
c o v e r in g  f e d e r a l l y  c h a r te r e d  i n s t i t u t i o n s  upon e s t a b l i s h i n g  t h a t  
a p p r o p r ia te  a rra n g e m e n ts  have b een  made w ith  th e  F e d e ra l  agency  
o th e rw is e  ch arg ed  w ith  e n fo rc in g  th e  A c t .  The p u rp o se  o f  t h i s  r e q u i r e 
m ent i s  to  a s s u re  e f f e c t i v e  e n fo rc e m e n t o f  th e  S t a t e 's  law  w ith  r e s p e c t  
to  f e d e r a l l y  c h a r te r e d  c r e d i t o r s .

To d a te ,  no S ta te  h as  made fo rm al a p p l i c a t i o n  to  th e  B oard 
f o r  an exem ption  c o v e r in g  f e d e r a l l y  c h a r te r e d  c r e d i t o r s .  R e c e n t ly ,  
how ever, two o th e rw is e  exem pt S ta te s  have in q u i r e d  a b o u t th e  p o s s i b i l i t y  
o f  e x te n d in g  th e  exem ption  to  c o v e r  f e d e r a l l y  c h a r te r e d  c r e d i t o r s .
As y e t ,  no showing has b een  made in  th e s e  r e q u e s ts  r e g a rd in g  any 
a rra n g e m e n ts  f o r  e n fo rc e m e n t w ith  th e  a p p r o p r ia te  F e d e ra l  a g e n c y .

I  hope t h i s  in fo rm a tio n  w i l l  b e  h e lp f u l  to  you and yo u r 
s t a f f .  P le a s e  do n o t h e s i t a t e  to  c o n ta c t  me i f  I  can  be  o f  f u r t h e r  
a s s i s t a n c e .

♦
S in c e r e ly  y o u rs ,

A r th u r  F . B urns
E n c lo s u re s



University of Illinois at Urbana-Champaign
COLLEGE OF LAW • 209 LAW BUILDING ■ CHAMPAIGN, ILLINOIS 61820 • (217) 333-0931

September 17, 1976

Robert H. Dugger
Subcommittee on Commerce, Consumer and Monetary Affairs 
Rayburn House Office Building 
Room B 350
Washington, D.C. 20515

Dear Bob:

As per your request, I have enclosed a copy of my record statement as submitted in the Oversight Hearings held by the Senate Banking Committee.
Please let me know if I can 1 assistance.

/JcurafpXn M. Landers 
/Professor of Law

JML/llg
enclosure
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R ecord  S ta te m e n t o f J o n a th a n  M. L a n d e rs ,

P r o f e s s o r  o f  Law, U n iv e r s i ty  o f  I l l i n o i s

C o lle g e  o f  Law and V i s i t i n g  S c h o la r ,

A m erican  B ar F o u n d a tio n , on th e  Consumer

C r e d i t  P r o t e c t io n  A c t , b e f o r e  th e  Subcom

m i t t e e  on B an k in g , H ousing  and U rban

A f f a i r s ,  U n ite d  S t a t e s  S e n a te ,  J u ly  2 8 , 1976
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My name i s  Jonathan  M. L anders , and I  am a P ro fe ss o r  o f  Law a t  th e  

U n iv e rs ity  o f I l l i n o i s  C ollege o f Law and a V is i t in g  S ch o la r a t  th e  

American Bar F oundation . As a V is i t in g  Scho lar a t  th e  American Bar 

F o undation , I  have been engaged in  a re s e a rc h  p ro je c t  on th e  T ru th  in  

Lending A c t. That re s e a rc h  p ro je c t  has a lre a d y  r e s u l te d  in  two p u b lish e d  

papers  in  th e  American Bar F oundation  R esearch  J o u rn a l ,  one p a p er p re s 

e n t ly  in  th e  e d i t o r i a l  p ro c e ss  and to  be p u b lish e d  in  O c tober, and a 

number o f o th e r  re s e a rc h  e f f o r t s  in  v a rio u s  s ta g e s  o f  co m p le tio n . I  

want to  em phasize, however, th a t  t h i s  testim ony  and any c o n c lu sio n s  a re  

s o le ly  my own and do n o t re p re s e n t  th e  views o f th e  F oundation  o r o f any 

i n s t i t u t i o n  w ith  which I  am a f f i l i a t e d .



The TIL A ct has h a rd ly  been a  com plete s u c c e ss . As e v id e n ce , th e re  

i s  th e  sh e e r  i n s c r u t a b i l i t y  o f most TIL s ta te m e n ts , and p e r s i s t e n t  c r e d i to r  

c la im s th a t  i t  i s  im possib le  to  d e v ise  TIL forms which comply w ith  th e  

s t a t u t e  and r e g u la t io n .  Then, to o , th e re  i s  th e  f iv e f o ld  in c re a s e  in  TIL 

case s  in  th e  fe d e ra l  c o u r ts  in  th e  p a s t  fo u r y e a rs ;  t h i s  in c re a s e  ta k in g  

p la c e  a t  a tim e when c r e d i to r s  were presum ably becoming more f a m i l i a r  w ith  

th e  s t a t u t e  and i t s  re q u ire m e n ts . And, th e  m a tte r  may g e t w orse: most 

TIL l i t i g a t i o n  i s  now c o n ce n tra te d  in  th re e  d i s t r i c t s —N orthe rn  G eorg ia , 

C o n n e c tic u t, and E a s te rn  L o u is ia n a , w ith  l e s s e r  b u t s u b s ta n t ia l  amounts 

in  fo u r  o r  f iv e  o th e r s .  I f  TIL c ase s  were to  be as v ig o ro u s ly  pursued  in  

a l l  d i s t r i c t s ,  th e  number o f f e d e ra l  c a se s  m ight be 10 o r  15,000 r a th e r  

th a n  th e  p re s e n t 2 ,200 .

I t  i s  c le a r  th a t  th e  o r ig in a l  p roponen ts  o f TIL d id  n o t fo re s e e  th i s  

s i t u a t i o n ,  and i t  i s  n e c e ssa ry  to  a sk  how and why i t  developed and what 

can be done. Can TIL s ta te m e n ts  be  s im p l i f ie d ,  and i f  so , what th e  c o sts?  

Can th e  number o f la w s u its  be reduced w h ile  s t i l l  f u rn is h in g  consumers w ith  

th e  b a s ic  p ro te c t io n s  a ffo rd e d  by th e  TIL Act? Such q u e s tio n s  can  b e s t  be 

unders tood  i f  one u n d e rs tan d s  how th e  p re s e n t s i t u a t io n  developed .

I .  How th e  P re s e n t S i tu a t io n  Developed

In  my judgm ent, th e  p re s e n t p red icam ent i s  th e  r e s u l t  o f  two b a s ic  

f a c to r s .  F i r s t ,  th e  fundam en ta l-s h i f t  o f TIL f r o m a c r e d i t  c o s t  d is c lo s u re, 

law  to  a  c r e d i t  term  d i s c lo su re  law which re q u ire d  s e le c t iv e  d is c lo s u re  of 

some, b u t n o t a l l ,  o f th e  term s o f consumer c r e d i t  c o n t r a c t s .  Second, th e  

^ e m e rg e n c e  o f  th e  TIL s u i t  as th e  most e f f i c i e n t  and e f f e c t iv e  remedy^fo,r_a.

v a s t  number o f consumer g rie v a n c es  and d i f f i c u l t i e s .
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A. Background: The Shift from Credit Cost

Disclosure to Selective Credit Term Disclosure

1. TIL as Credit Cost legislation. It is well known that the late 

Senator Douglas was a major proponent of TIL legislation, but it is gen

erally thought that he conceived of the idea shortly before the first TIL 

bill was introduced in 1960. In fact, the idea originated more than a 

quarter of a century earlier when then Professor Douglas was on the NRA 

Board of Fair Competition for the finance industry. At that time, he 

proposed that the Code provide for consumers to be given a true statement 

of the cost of credit and the annual percentage rate.

The notion that TIL was a credit cost disclosure bill permeated the 

eight years of hearings on TIL. Supporters of TIL argued that credit 

cost disclosure was necessary to enable consumers to compare credit costs 

and to decide whether to use credit or to take funds from savings or defer 

purchases, and to act as a contra-cyclical economic force. These arguments 

were relevant to the credit cost disclosure provisions of the bill. The 

credit cost focus was well recognized by the opponents of the bill who 

argued that the APR would be difficult or impossible to compute, that the 

finance charge could not be determined with precision, and that consumers 

would not understand the APR concept. The point is

that the issue as presented to Congress originally was: should a bill be 

enacted to tell consumers the APR and finance charge on consumer credit

transactions.

The perception of TIL as credit cost disclosure legislation is reflected *

in the statement of purposes in section 102 of the Act. It states the

I
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objectives of TIL as (a) enhancing economic stabilization; (b) promoting 

competition among credit grantors; and (c) permitting consumers to be 

aware of the cost of credit to compare terms and avoid the uniformed use 

of credit. This process would work as follows: consumers would get an 

accurate statement of the cost of credit. Having this, they could then 

decide whether credit was too costly or whether the cost was justified in 

terms of the benefits. Then, they could shop for the lowest cost among 

different creditors. Creditors, in turn, would compete with each other 

to offer the lowest possible credit costs, thus leading to lower credit 

costs for all consumers. Finally, consumer credit might act as a contra- 

cyclical economic force to promote the use of cheap credit in timoa of 

economic hardship thus facilitating an economic recovery. There is, to be 

sure, considerable question whether these expectations were realistic, and 

whether the provisions themselves were effective to accomplish such 

objectives. Some of these are discussed in Part III. But ideally, the 

above model appears closest to the understanding of the enacting Congress.

In terms of these objectives, it is clear why the proponents 

envisioned TIL as, fundamentally, a simple statute. The credit decision 

would be made in terms of cost— that is, consumers would decide on credit 

once they knew the cost. For this purpose, consumers needed relatively 

little information— the Annual Percentage Rate, the finance charge, the 

amount financed, and perhaps, the periodic payment. I say "perhaps" 

because one of the objectives of TIL was to get consumers away from using 

apparently cheap credit with small monthly or weekly payments by 

emphasizing the true cost of such "easy" credit. I suspect that most

79-848  0  -  7 7 - 2 2
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proponents thought of TIL as a statute enabling the consumer to compare

the APR and the finance charge. Indeed, one basis for the arguments

that the act was simple was the notion that it could not be that diffi

cult to gpmpute these two figures.

2. The Shift to Credit Term Disclosure. A glance at a typical *•

TIL statement reveals that the APR, finance charge, the amount financed,

and the monthly payment are included among a large number of other • *

disclosures, and even, partially submerged in these other disclosures.

To be sure, the terms Annual Percentage Rate and Finance Charge must be

more prominent than others, but in practice, this means slightly larger

type. What are all these other disclosures: they are basically dis

closures relating to the terms of the transaction, and to a lesser but 

signficiant extent, disclosure of the steps used in computing the amount 

financed and the finance charge. Thus, TIL is no longer a credit cost 

disclosure law, but has become a law which requires selective disclosure 

of some of the underlying terms and computational figures.

This process began in the act itself. Thus, the Act required dis

closure of (1) the number, amount, and due dates of payments; (2) default, 

delinquency, or similar charges in the event of late payments; (3) a 

description of the security interest; (4) at least five separate disclo

sures to determine the amount financed and frequently subdisclosures for 

some of these steps; and (5) special disclosures relating to insurance.

The process continued in Regulation Z and FRB Interpretive Rulings,

and theboard not only expanded the term and computational disclosures, but

added new requirements of terminology and presentation. For example,
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(1) com putation  d is c lo s u re  in c lu d e d  th e  d e fe rre d  payment p r ic e  ( t o t a l  

p r ic e  p lu s  f in a n c e  ch a rg e ); (2) d is c lo s u re  was re q u ire d  o f prepaym ent 

p e n a l t ie s  a s  w e ll  as th e  method o f computing re b a te s  f o r  prepaym ent;

(3) d is c lo s u re  was re q u ire d  o f th e  method fo r  com puting d e f a u l t  o r  

d e linquency  c h a rg es ; (4) d is c lo s u re  was re q u ire d  o f th e  components o f 

th e  f in a n c e  ch arg e , and s e p a ra te  d is c lo s u re  o f s o -c a l l e d  p re p a id  f in a n c e
«

c h arg es ; th e  l a t t e r ,  a p p a re n t ly , to  make su re  such amounts w ere n o t 

in c lu d e d  in  th e  amount f in a n c e d ; (5) th e  s ta tu to r y  p ro v is io n  f o r  d i s 

c lo s in g  th e  amount fin an ced  was com plicated  by an ex trem ely  c o n fu s in g  

p ro v is io n  on re q u ire d  d e p o s it  b a la n ce s  and a number o f i l l - d e f i n e d  

e x c e p tio n s ; (6) th e  term  unpaid  b a la n ce  was used  as a s u b to ta l  f o r  c a se s  

in  w hich th e re  was a re q u ire d  d e p o s it  b a la n ce  o r  a p re p a id  f in a n c e  c h arg e  

and in  such  c a s e s , th e re  w ere seven com pu ta tiona l c o n te g o rie s  to  d e te rm in e  

th e  amount f in a n c e d ; in  case s  where th e re  were no d e p o s it  b a la n c e  o r  p re 

p a id  f in a n c e  charge i t  was never c le a r  w hether th e  term  unpaid  b a la n c e , 

amount f in a n c e d , o r bo th  a p p lie d  to  th e  amount o f c r e d i t  re c e iv e d  by th e  

consumer; and (7) in t e r p r e t i v e  r u l i n g s  re q u ire d  d is c lo s u re  o f th e  term  

o f in s u ra n c e  coverage , p ick -up  downpayments, and v a r ia b le  r a t e  lo a n s .

To a l l  t h i s  was added s t i l l  a n o th e r req u ire m e n t: t h a t  th e  d is c lo s u r e s  

be c l e a r ,  consp icuous, and in  m ean ingfu l sequence. Now th e  volume of 

d is c lo s u re s  them selves p re se n te d  somewhat o f a  c o n t r a d ic t io n ,  and i n t e r 

p r e ta t io n  o f th e  r e g u la t io n  was f u r th e r  obscured  by a board  model form

4 w hich was con fusing  in  th e  ex trem e. There should  be no wonder t h a t

c r e d i to r s  had tro u b le  com plying.

At th e  same tim e th a t  th e  s t a t u t e  and re g u la t io n  moved to  c r e d i t
x

term  d is c lo s u re ,  th e re  was a s u b t le  s h i f t  in  th in k in g  about th e  o b je c tiv e

o f TIL to  perm it c r e d i t  d e c is io n s  in  term s o f c o s t .  T h is  new p h ilo sophy



suggested that consumers had a right to know the important terms of their

credit transaction; the new view was expressed in terms of disclosure

of information consumers would want to know, and was reflected in court 

decisions which hypothesized a reason why a consumer might want to know 

this or that item of information. This "all relevant factors" approach 

differed markedly from the consumer shopping rationale because TIL dis

closures were not tied in with a particular use for the information, and 

there were no boundaries for the creditor’s obligation to disclose. More

over, there was at least the suggestion that TIL might require disclosure 

of information which, while not directly relevant to the credit 

decision, might be useful if the transaction broke down. Such open 

concepts as providing useful or interesting information or transaction 

breakdown information, were to haunt courts and creditors attempting to 

decipher the Act's requirements.

B. The Effect of the Switch to Credit Term

Disclosure on TIL Statements and TIL Violations

The shift from credit cost disclosure to credit term disclosure had

a dramatic and devestating impact. Compliance was made many times more

difficult since disclosure was not limited to the basic numbers which are

the essence of all consumer credit transactions, but extended to some, but 

not all, of the operative contractual terms of the transaction. The problem 

was compounded because Congress and the board emphasized the credit cost 

disclosure provisions in formulating the disclosure requirements with the 

result that the term disclosure provisions were not as clearly designed or 

easy to apply. And, selective term disclosure resulted in more outright
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violations, and even more significantly, more arguable violations. The 

arguable violation standard is signficant because this is likely to be 

the issue for a plaintiff considering a lawsuit: can a credible argument 

be made of a TIL violation which presents a sufficiently good probability

of success to justify the litigation.

The reason term disclosure made compliance much more different is

that term disclosure lacked the precision of meaning as the numerical

categories. Creditors always used rather lengthy contracts, and the 

effect of TIL was to require some but not all of the contractual 

provisions to be broken out separately as part of the TIL statement.

In addition, consumers might always argue that some provision in the

contract modified or affected the terms which were disclosed so that further 

disclosure was required. Thus, short of including the entire contract 

on the disclosure statement, it is difficult to be sure what was included. 

Moreover, when courts considered the cases of term disclosure, they had 

no clear philosophic backdrop. If the "all relevant factors" philosophy 

applied, and the court thought a consumer might find the information 

helpful, disclosure might be required. And, the notion that TIL included 

disclosure of transaction breakdown information permitted creditable 

arguments for disclosure of much of the underlying credit contract.

Let me offer one example. TIL requires disclosure of default charges 

but it may be argued that any creditors' remedy in the event of default is 

a form of charge which should be disclosed. For example, it seems 

relatively clear that the authors of these provisions intended to cover

a charge of $2.50 if the consumer is late in making a-payment. But it may 

be argued that the creditor’s right of acceleration ought to be disclosed
4



under such a provision. Surely, such a right of acceleration is more 

serious from the consumer’s point of view than the $2.50 charge, and is 

information which a rational consumer might want to know about. The 

result has been a vast amount of litigation on this precise issue.

The requirements of credit term disclosure and the computational dis

closure had another, and equally detrimental, effect. The TIL statement 

became lengthy and unwieldy, and also, since more categories of in

formation were being provided, there was a much greater chance of a 

creditor mistake. This latter point becomes especially important when it 

is remembered that many TIL statements are filled out in the store in the
"heat" of the transaction.

Moreover, as credit term disclosure and computational disclosure 

became increasingly important, creditors often attempted to protect them

selves by even more comprehensive and complete disclosure. This created 

the risk of still new violations. And, when creditors turned to the 

Board or its staff for assistance, the result was sometimes more required 

disclosures or more complex statements of the transaction.

Finally, the effect of term disclosure made board promulgation of 

model forms a doubtful enterprise. In its initial pamphlet on TIL, the 

Board did include a number of model forms. Then courts began to hold 

that some of the forms violated the act or regulation because of inadequate 

term disclosure. This is understandable because term disclosure simply 

does not lend Itself to uniformity of statement. The result was that sub

sequent versions of the pamphlet have omitted the forms.
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Xn short, the requirement of selective term disclosure and the all

is relevant philosophy made compliance extremely difficult and the chance

of a violation extremely high. When this was combined with certain liti- 

gational factors which encouraged TIL suits, the predictable result was a 

rapid growth in TIL litigation.

C. TIL Litigation.

Although the TIL remedy provisions were designed to enforce the dis

closure provisions, they have taken on a far different character. In many 

jurisdictions, they are the most effective remedy for consumer grievances 

of any type.

1. How TIL Cases Originate.

It should be obvious that few clients come to a lawyer's office with 

an inkling that they have a TIL claim. To do so would require consumers 

to know the intricate provisions of the statute and Regulation Z, and 

except in the case of omitted disclosures, that the TIL statement did not

comply. What, then, gives rise to TIL suits?

Four factors account for the predominate number of TIL lawsuits. 

First, if the credit transaction involves a purchase of goods and services, 

there is a dispute involving the product or service. For example, the 

consumer may claim a breach of warranty, breach of contract, failure to 

service, misrepresentation, failure of consideration, or the like. The 

consumer frequently responds to such problems by stopping payment of the 

underlying obligation. When the creditor either sues or threatens suit

the consumer seeks legal help and a TIL lawsuit results because there is
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a ls o  a  TIL v io la t io n  and th e  TIL s u i t  i s  th e  most e f f e c t iv e  rem edy. Second,

and much le s s  o f te n  th an  th e  f i r s t ,  th e  consumer becomes d i s s a t i s f i e d  w ith

th e  c r e d i t  term s o f  h is  c o n t r a c t .  For exam ple, th e  m onthly payment may

tu rn  o u t to  be h ig h e r  th a n  he th o u g h t, he may look  a t  th e  c o n t r a c t  and

f in d  th a t  e x t r a  charges have been added, o r th e  l i k e .  A gain , th e  r e s u l t  i s

a  T l l ^ s u i t ,  a lthough  i t  may be f o r  a  TIL v io la t io n  which i s  d i f f e r e n t  th a n  th e

consum er's  a c tu a l  co m pla in t. T h ird , and perhaps a lm ost im p o r ta n t as p ro d u c t T

r e l a t e d  c a s e s ,  a re  s i t u a t io n s  where th e  c r e d i to r  i s  b e in g  dunned o r  sued

fo r  a  deb t and sim ply  cannot pay . He may have l o s t  h is  jo b ,  become s ic k ,

become o verex tended , o r  th e  l i k e .  He seeks le g a l  ad v ic e  h av ing  h e ard  o f

bankrup tcy  o r  sim ply  to  do som ething to  ta k e  th e  p re s s u re  o f f .  The law yer

th en  examines th e  c o n tra c ts  and de term ines t h a t  one way to  ta k e  th e  p re s su re

o f f — and maybe g ive  a few d o l l a r s  to  th e  consumer as w e ll  a s  pay h is

fe e — is  a TIL a c t io n .  Thus, an a f f i r m a tiv e  TIL a c t io n  i s  b ro u g h t in s te a d

o f a bankrup tcy  o r  in so lv e n cy  p ro ceed in g . F o u rth , TIL s u i t s  may be b rought

by bankrup tcy  t r u s t e e s .  A number o f  c o u rts  have h e ld  t h a t  TIL c la im s pass

to  th e  t r u s t e e .  Indeed , th e re  i s  reaso n  to  th in k  th a t  t r u s t e e s  have been

ex trem ely  la g g a rd  in  p u rsu in g  such c la im s. I f  t r u s te e s  s t a r t e d  p ro se c u tin g

th e s e  c la im s w ith  any d e g ree  o f d i l ig e n c e ,  th e re  could be s e v e ra l  thousand

a d d i t io n a l  c a se s  each y e a r .

I t  i s  d o u b tfu l t h a t  th e  C ongress thought o f TIL a s  a  s u b s t i t u t e  fo r  

s t a t e  s u b s ta n t iv e  law  in  consumer t r a n s a c t io n s ,  l e t  a lo n e , a s  a s t a t u t e  to  

be  used  by consumers a s  an a l t e r n a t iv e  to  b a nk rup tcy . But t h i s  i s  how i t

has been u sed . To be used in  t h i s  m anner, TIL had to  be  a more e f f e c t iv e  *

remedy th an  s t a t e  law . In  f a c t ,  th e re  were s tro n g  in c e n t iv e s  f o r  p l a i n t i f f s

to  b r in g  TIL s u i t s ,  and a s tro n g  d is in c e n t iv e  fo r  d e fe n d an ts  to  l i t i g a t e .
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2. Why Use TIL?

(a) Substantive advantages. It should be apparent why consumers 

would prefer an affirmative TIL suit to a bankruptcy petition, but it is 

less apparent why consumers will prosecute TIL claims in lieu of state law 
product-related claims. The basic reason is that state law protecting 
consumers is usually much less favorable to the consumer than TIL. This 
Committee has previously heard of the frequent inability of consumers to 
enforce product-related claims under state law because of such legal rules 
as holder in due course, waiver of defenses, warranty limitations, the 
parol evidence rule (forbidding evidence of terms outside of the written 
contract), and damage limitations (the consumer's remedy is the difference 
between what he got and what he should have gotten— maybe only a few 
dollars). In contrast, TIL violations were easy to find and provided more 
substantial damage recoveries.

In addition, it is not an either/or situation because the consumer 
may bring the state law claim as well. But, because the TIL claim was 
the more viable one, it tended to have the strongest impact on settlements 
and litigation strategy. In fact consumers were winning TIL cases on the 
merits with some frequency.

(b) Procedural advantages. Procedurally, there were two major factors 

stimulating TIL suits rather than state law suits. First, TIL suits could 
be brought in the federal courts. The fact is that consumers and their 

representatives perceive the federal courts as offering a better brand of 
justice than state courts. Federal judges are thought to be more willing
to enforce the law as written and federal procedures are thought to be 
substantially better.
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Second, TIL issues are primarily questions of law, and are thus 

amenable to minimal factual investigation, simple pleading rules, little 

or no pre-trial discovery, and decision on summary judgment rather than 

a full trial. Since amounts in consumer cases are small, the economies 

of suit suggest a TIL action rather than a state action on a product claim 

which may require detailed pleading of fraud allegations, substantial 

discovery, and a full-scale trial.

There was another procedural advantage in some districts in which 

it was held that the creditor's counterclaim on the underlying debt could 

not be brought in the federal courts because of jurisdictional limitations.

In such courts, a TIL suit is risk free for the consumer, whereas an action 

in a state court could subject the consumer to liability on the underlying

debt.

(c) Attorney's fees. By definition, most consumer claims are small.

The monetary amounts involved simply do not permit them to be economically 

prosecuted by attorneys. In such cases, attorney's fees would almost 

always exceed the probable recovery. But TIL was different because it 

provided attorney's fees for successful plaintiffs, and the amount was 

not related to the plaintiff's recovery. For example, in one well known 

case, attorney's fees of $20,000 were awarded on a $100 claim, and in many 

others, fees of several thousand dollars have been awarded even though the 

maximum damage recovery is $1,000. While plaintiffs' attorneys might 

make some judgment on the likelihood of winning (and thereby getting paid),

if they thought they could win there was a strong incentive to use TIL. <

In contrast, a state law action was, practically, often out of the question 

for a private attorney.
F
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3 . D efendant^ D is in c e n tiv e s  to  L i t i g a t e .

The dynamics o f  TIL l i t i g a t i o n  su g g es t t h a t  i t  i s  f r e q u e n t ly  to  th e  

c r e d i t o r ’ s advantage to  s e t t l e  r a th e r  th a n  to  l i t i g a t e  even i f  he  th in k s  

he has a good chance o f  w inn ing . C onsider t h i s  c a se : a  c r e d i to r  i s  sued  

f o r  $1,000 ( th e  maximum re co v ery ) in  a case  t h a t  he  th in k s  he h as  a 75% 

chance o f w inn ing . He an a ly ze s  th e  r i s k s  and b e n e f i t s  as fo llo w s :

(a ) I f  he w in s , i t  w i l l  c o s t  him $1,500 i n a t t o r n e y 's  f e e s :  assum ing 

a low h o u rly  r a t e  o f $30, t h i s  buys 50 hours o f  a la w y e r 's  tim e w hich i s  

c e r t a in ly  a low e s tim a te  fo r  l i t i g a t i o n  which may in v o lv e  s e v e r a l  c o u rt

appearances, some d is c o v e ry , and some le g a l  re s e a rc h .

(b) I f  he lo s e s ,  i t  w i l l  c o s t  him $4,000 : $1,000 in  damages,

$1,500 f o r  p l a i n t i f f ' s  a t t o r n e y 's  f e e s ,  and $1,500 fo r  d e fe n d a n t 's  a t to r n e y s ' 

fe e s  (on th e  same assum ptions as a b o v e ) .

Now, p l a i n t i f f  o f f e r s  to  s e t t l e  f o r  $1,300 which g iv e s  th e  consumer 

f u l l  re c o v e ry , and even pays th e  p l a i n t i f f ' s  a t to rn e y  a  f a i r  r a t e  f o r  th e  

few hours  o f tim e which have been expended. D efendant n o te s  t h a t  i t  w i l l

c o s t  more to  w in th a n  to  s e t t l e  and th re e  tim es more to  lo s e .  T h is  does

n o t n e c e s s a r i ly  mean th a t  every  c ase  w i l l  be s e t t l e d .  In s te a d ,  a  de fen d an t

must l i t i g a t e  some case s  to  g iv e  any th r e a t  o f  an a l l  o u t f i g h t  a sem blance 

o f  c r e d i b i l i t y .  But i t  does su g g es t a  h a rd  look  a t  th e  r i s k s  in

c a se s  w hich th e  d e fendan t has a  s u b s t a n t i a l  chance o f  w in n in g . When th e  '• 

chances o f  w inning d e c rea se  to  50% th e  in c e n t iv e  to  s e t t l e  becomes la rg e

in d e e d .

In d e e d , t h i s  l i t i g a t i o n a l  im balance o f paying  a t to r n e y s ’ fe e s  fo r  

s u c c e s s fu l  p l a i n t i f f s  can le a d  to  a  form o f  s t r i k e  s u i t  l i t i g a t i o n .  In



this, a plaintiff's attorney simply files a complaint alleging TIL vio

lations in general terms without any notion of whether a violation has 

occurred. Before expending any substantial time, plaintiff offers to settle 

for a fraction of what it will cost the defendant to fight the case. In

fairness, I have no hard evidence that this is taking place, but the economics

suggest that it might occur.

The second disadvantage to defendant in litigating is the severe 

Impact of a loss. Remember that the effect of a decision which holds that 

defendant's form is in violation is, in effect, to declare every single 

transaction in which that form was used to violate TIL. To be sure, the

defendant may argue the issue again if raised, but if the case arises in 

the same district or before the same judge the chances of winning the 

second time around are small indeed. And, they may not be much greater 

in another district. As a consequence, the defendant has to weigh every

case extremely carefully because of the risk that thousands or tens of 

thousands of contracts may be called into question. And, too, the defendant 

who litigates must be willing to accept the practical reality that the 

consequences of an adverse decision will almost always dictate an appeal

to protect the form.

Again, this does not say that all cases will be settled. But, it

cannot be denied that realistic defendants might frequently settle rather.

than fight.

4. Ability of Plaintiff's to Win TIL Suits.

Despite all of these procedural and substantive advantages, another 

ingredient was absolutely essential in making TIL suits viable. Plaintiffs
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had to win and have a reasonable chance of winning enough cases to make 

the possibility of a plaintiff victory realistic and necessary to contem

plate. Two major factors operated to more than satisfy this requirement. 

First, a number of creditors have used forms which are not even close

to compliance. Thus, if one takes as a minimal standard for compliance 

the FRB forms which were promulgated in 1969 and available to all creditors, 

there have been widespread use of forms which do not approach this level. 

Indeed, in some cases this borders on an almost arrogant and wilful re

fusal to comply. In my own study of TIL cases, I have been amazed at the 

number of cases in which the forms left out clear and long-standing statutory 

requirements. These forms are not cases of arguable and technical viola

tions , but cases of clear cut violations in which there is no substantial

chance plaintiff will lose. That defendants frequently settle such cases 

should not be surprising.

But even creditors who have attempted to comply have run into the 

problem noted earlier— the virtual impossibility of complying in the area 

of term disclosure. Thus, it has been consistently possible for consumers 

to argue that some term of the contract should have been disclosed, that 

undisclosed terms modified disclosed terms, that the statement was con

fusing, or that some numerical computational element has been omitted.

Even creditors who had attempted to comply found themselves subject to 

such arguments, and uncertain whether they would prevail. In short, the 

vagaries of term disclosure and an all is relevant philosophy worked In

tandem with strong litigational advantages in TIL actions, to produce an

ever increasing number of suits.
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5. Summary.

These factors suggest the reasons for the TIL explosion of cases.

First, the increasing emphasis on contractual term disclosure made it

relatively easy to formulate disclosure issues. Second, the judges who

had to decide these early cases, had no clear rationale upon which to act, 

and tended to say that, well of course, this or that might provide some

information to someone under the circumstances, or anyway, the consumer
•»

might want to know it, and the result was a number of decisions which 

called into question thousands of credit contracts. Third, with the initial

sweep of TIL litigation so successful, attorneys began to scan documents

more carefully, and to be willing to bring cases with, perhaps, less 

obvious violations. Fourth, creditors frequently cooperated by using 

forms which were either clearly invalid, or sufficiently doubtful to make 

a successful TIL suit likely. The chances for finding a violation or

arguable violation were high indeed.

II. Some Policy Choices

There is such a thing as too much disclosure— too much for consumers

and too much for creditors. From the consumer viewpoint, disclosure reaches

this level when more information is given to consumers than they can 

effectively use in the transaction. Thus, the more information offered, 

the less capable the consumer becomes of sorting it out, judging what is 

important, and using that in the credit decision-making process. Persons who.

are overwhelmed tend to disregard the disclosures entirely. Thus, the a>

objectives of TIL are more compatible with an attempt to provide consumers 

with the most important information simply stated.
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From the creditor's point of view, there is too much disclosure 

when, considering the nature of the transactions involved, creditors of 

goodwill who attempt to comply face a substantial risk of being held in 

noncompliance in ordinary and regular transactions. There is little 

question that this level has been reached.

In my view, TIL should return to its original purpose as a credit 

cost disclosure law, and should be radically simplified to serve this 

objective. By simplified, I mean both from the point of view of con

sumer understanding and creditor compliance. We must abandon the notion

that TIL is a statute designed to disclose information which a hypothetical

consumer might find helpful, or that TIL should be an omnibus litigation 

tool for consumer grievances. Instead, TIL disclosures should be those 

which are most useful to the ordinary consumer.

To serve this simplified objective, disclosure should only be required 

of: Cl) the creditor's name;* (2) the annual percentage rate; (3) amount

financed; (4) the finance charge; (5) the cost of optional credit life and 

credit accident and health insurance; (6) the total of payments; and 

(7) the number of periodic payments, period, and the date of the first and 

last payments. The statement might look as follows:

In this connection, Congress or the board ought to resolve the 
question whether the assignee of a consumer contract is a creditor under 
the Act.

4



ABC M otors, 1234 F i r s t  S t r e e t ,  Anytown, A nystate

Amount F inanced $4,000

F inance  Charge 1,000

In su ra n c e  ( t h i s  i s  o p tio n a l and may

n o t be re q u ire d )  4QQ

T o ta l o f In s ta l lm e n ts  $5,400

T his t o t a l  o f  $5,400 i s  payab le  in  36 m onthly in s ta l lm e n ts  o f  $150. The 

f i r s t  in s ta l lm e n t  i s  due August 1 , 1976, and th e  l a s t  i s  due J u ly  1 , 1979

ANNUAL PERCENTAGE RATE 16.22

I  have re c e iv e d  a  copy o f t h i s  d is c lo s u re  s ta te m e n t

Customers
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I offer the following reasons to support this proposal:

First, this statement provides the essential information the consumer 

needs to shop effectively for credit on a comparative basis or to decide 

whether to enter consumer credit transactions.

Second, the information is not hidden in a mass of other disclosures.

In my judgment, the more information that is provided, the less likely it«»
is that the consumer will use any of it. The consumer's attention is 

j  diverted from any individual disclosure, and he becomes so overwhelmed by

disclosers.

Third, these items are standard from jurisdiction to jurisdiction, and 

permit virtually identical disclosures by different types of creditors in 

different types of transactions. Moreover, this commonality should permit 

the board to promulgate model forms which are in compliance, and should 

minimize the need for supplemental FRB opinions or interpretations.

Fourth, it should be considerably easier for small creditors to comply 

with a minimum of legal expense and effort.

Fifth, and not previously mentioned, are the modified insurance disclosures. 

There are two elements to my proposal. The cost of credit life and credit

accident and health insurance should be excluded both from the amount financed

and the APR because It tends to distort the disclosures regardless of which

it is Included within. Second, although the present optional test has both

a substantive requirement of optionality and an evidentiary requirement of

signature, there is no evidence that this evidentiary requirement is providing

significant protection for consumers.* Much the same effect could be obtained
4^ under the suggested provision without the present complications.**

* Many creditors still are reporting "insurance penetrations" of between 95 and 100Z.

£ ** By the same reasoning, liability and property insurance will be included in the
amount financed unless the consumer does not have the option of obtaining his own 
coverage. This does not appear to be a significant problem area warranting 
further disclosures.

79-848 0  -  77 -  23



350

-20-

If the above are the benefits, what are the costs. And, are these costs

significant?

First, virtually all term disclosures would be eliminated from the statement.

To me, these are justified for both practical reasons and reasons relating 

to the objectives of TIL.

(1) In practice, it is impossible to define with precision which terms

must be disclosed.
*

(2) Much of the term disclosure relates to the possible breakdown of the

transaction and creditors' rights if that occurs.* But, most consumers do not 
x

expect their transactions to break down and the vast majority do not break down.

Thus, we devote considerable space to information which is largely irrelevant 

in the decision-making process. Despite its effective irrelevance, this information 

takes up a substantial part of the TIL statement, and substantially detracts 

from the other disclosures. Similarly, except in real estate transactions, 

consumers do not contemplate prepayment and such terms are not significant 

in the decision-making process. But stating the rules accurately is

extremely difficult.

(3) The technical terms of the contract tend to be relatively standardized 

and do not lend themself to either comparison shopping or effective bargaining.

This is because the economic effect of the terms is small and consumers

may be expected to shop or bargain on the key items —  the finance charge 

and the APR. In this connection, the National Commission on Consumer Finance

noted that credit cost decisions were much less important to consumers than

product related decisions and consumers thus emphasized product shopping.

* If consumers are to use the TIL statement to determine their rights of the 
transaction breaks down, then the present statement is poorly suited to 
this end. It does not inform consumers of what post-transaction recourse
they have to withhold payment or obtain other relief. "
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This gamp argument can be made in connection with credit shopping, 

viz., that if consumers do shop for credit they will compare what is 

most important— the cost— and not a variety of subsidiary terms. To me, 

the notion that consumers would shop because of a $2.50 late charge is

absurd.

(4) Many of the term items are regulated by state statutes, and 

disclosure provides little or no additional protection to consumers. If 

creditors systematically violate the state provisions, they should be 

enforced by state authorities.

(5) The terms will be disclosed in the contract between the parties. 

Thus, the issue is not disclosure vel non, but rather, where the disclosure 

should be— on the TIL statement or in the contract.

(6) In sum, the basic choice is between providing a large volume of 

information which may be marginally useful to an occasional consumer at a 

cost of complicating the TIL statement for all consumers. I would avoid

this cost.

Second, virtually all the computational disclosures would be eliminated 

from the statement. My belief is that these were not really intended to 

provide consumer information as much as to make sure creditors got the other 

disclosures— principally the amount financed and the finance charge— correct. 

And, these same computations are usually provided on a bill of sale or other 

document. Moreover, the consumer can always ask about them. We cannot 

assume on the one hand that the consumer is going to be sufficiently sophis

ticated to use the present intricate TIL statement without help and bargain 

with creditors over the credit terms and at the same time be afraid to ask 

creditors how they arrived at figures in the contract. While requiring 

extensive computational disclosures may deter violations by a few creditors,



it does so at the price of intelligibility of the statement. Finally, if 

there is really cause for concern, the Act could give the consumer the 

right to request a statement of how the amount financed was determined.

Third, the requirement of finance charge itemization will be elimin

ated. While itemization may alert consumers to the presence of charges 

which he might bargain away or shop to eliminate the key comparison factor 

is the total finance charge. The original Congress apparently thought 

consumers could make it without itemization, and the benefits of simplicity 
for all outweigh the benefits that a few may derive from getting this 

particularized information. Moreover, the present provisions are unfair 

in that they presumably require itemization by creditors who contract with 

outside parties for services but not by creditors who internalize their
costs.

It should be noted that since itemization was required by the board, 

this is presumably a step that can be taken by regulation.

Fourth, the prepaid finance charge and required deposit balance concepts should 
be eliminated. The former was designed to make sure that creditors did not 

include such amounts in the amount financed, and creditors should be able to 

do it without separate computation. Moreover, the board has virtually con

ceded that specifying such charges serves no disclosure function and that 

the concept has no economic significance. Similarly, the elimination of the 

required deposit balance is possible by defining the amount financed in 

terms of the amount of credit of which the consumer has actual use. There 

is no need for this extra computational step.

These are both FRB concepts and can presumably be eliminated by
regulation.
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Fifth, security interests will no longer have to be described or 

disclosed. Consumers generally realize that there is a security interest 

in items purchased in a credit sale, and little purpose seems served by 

disclosure. Moreover, the description of the security interest is normally 

couched in technical language which is not comprehensible by most consumers. 
Xn addition, the taking of security is increasingly covered by state stat

utes which limit the available security and prevent the taking of excess 
security. Finally, there is no indication that consumers bargain over 
security. Thus, the benefits from the present provision tend to be 
ephemeral.

Sixth, consumers' ability to use TIL as a litigation tool will be 

sharply curtailed because there will be many fewer violations or arguable 

violations. It may be that the present system satisfied some rough sense 
of justice if creditors who violated TIL committed other anti-consumer 

practices, but this was not the intention of TIL. Moreover, it was an 

extremely inefficient method for consumers since it did not help the vast 

number of consumers who did not sue but were faced with complex TIL 

statements and was grossly unfair to creditors who found it virtually 

impossible to comply. Moreover, the impact was selective: only those 

persons who sought legal representation and whose lawyers knew about TIL 
could use it to achieve such rough justice.

In this connection, one advantage of simplification is that it should 

curtail the need for an extensive administrative apparatus to deal with 

questions, and a doctrine of substantial or good faith compliance which is 

being proposed as a way out of the present situation.
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I have doubts about proposals to give administrators the power to 

issue opinions answering uncertainties because these generate further 

questions over the precise scope of the administrator's power, and whether 

a particular transaction was fairly presented for decision. In addition, 

a doctrine of substantial compliance is difficult to apply and may

lead to more litigation. And, if the Act is too complex for reasonable

compliance by creditors, then such a doctrine simply ignores the underlying

problem and does so in a manner which is unfair to consumers who are still

confronted with hypertechnical TIL statements'.

III. Some Concluding Observations

My testimony has attempted to analyze the reasons for the great complexity

in the TIL rules for closed end credit, and has made some suggestions for

revision. I have not, however, discussed open end credit and this is because

the rules appear to be more workable, or at least, there is a much smaller

volume of reported cases and creditor complaints. This is not to say that the

rules are perfect: the typical open end statement has so many numerical 

categories of information that it takes a substantial amount of time just 

to figure out what information is being conveyed. But from the creditor's 

viewpoint, the similarity of transactions between different jurisdictions 

and the absence of a need to make substantial term disclosures, have permitted 

a relatively high level of compliance.

In addition, I have not mentioned some of the areas of TIL which probably 

need some attention. For example, the timing of closed end disclosure permits - 

disclosure to be made after the consumer is psychologically and morally
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I

*

committed to a particular transaction. Open end disclosure statements

emphasize the APR and not the method of determining the balance. Yet APR's 

tend to be the same among different creditors, and significant differences 

exist in methods for determining the balance. Such information is probably 

more important to consumers than the APR. We need to be more precise in defining 

the line between open and closed end credit since there is some evidence 

that creditors who have traditionally used closed end credit to sell big 

ticket items are switching to open end accounts. This shift may become a 

stampede if a number of creditors perceive the open end method to present 

fewer TIL risks. But, an open end account does not state the finance charge 

at all, and states only a nominal APR. It may be that creditors should not 

be permitted to use open end accounts for purchases of more than a certain amount 

The sale of insurance continues to be a problem area, but my own view is that

this cannot be dealt with unless there is to be a revision of rate ceilings 

on consumer transactions at the state level. When the creditor's normal

market power is reinforced by a rate structure which sets rates below market 

levels and permits the sale of insurance outside of the rate structure, it may 

be expected that most consumers will purchase insurance. Moreover, consumers 

have no information to judge the value of coverage, and the amounts seem 

relatively small thus encouraging the purchase. When most consumers wind 

up purchasing coverage, the only thing I find surprising is that both 

regulatory and legislative bodies seem to think that something is wrong.

Finally, the persistent problem of burying probably makes finance charges 

as stated by sellers frequently inaccurate and prevents direct comparisons

between sellers and direct lenders.
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On a more basic level, the question may be asked whether TIL is worth

it. My response is that it is impossible to tell because it has not, in a 

real sense, been tried. By my testimony today, 1 hope to hasten the day 

when that trial begins.

I

*

r»



September 24, 1376

Hr. Thomas Taylor 
O ffice of the Comptroller 

o f the Currency 
d 90 L'Enfant Plaza 
Washington, D. C. 20036 

Dear Hr. Taylor:

Your testimony before the Subcommittee on September 16, 1376, 
regarding the Comptroller o f the Currency's enforcement o f the Truth 
In Lending Act was quite helpful and appreciated. A number of Issues 
were raised during the hearing, however, that need further elabora
tion fo r inclusion in the record. I f  you would provide responses to 
the following questions on or before October 8, 1975; 1t would be 
appreciated.

1. What types of tru th  1n lending v io lations are referred to 1n the 
appended chart 1n your September 16, 1975, statement?

2. On page four of your statement you say, " I f  the customer has 
suffered a s ig n ifica n t loss, such as with the miscalculated 
annual percentage rate, the bank has been directed to reimburse 
the customer fo r the excess amount charged."

Are there any Instances where you directed a bank to reimburse 
a borrower but that bank has yet to make the requested re s titu 
tion? I f  there are such instances, please provide with respect 
to each v io la tion  (a) the do lla r amount o f reimbursement involved, 
(b) the reason fo r the delay, and (c) whether the statute of 
lim ita tions has expired.

I f  you have any questions regarding th is  request, please contact
Mr. Robert H. Dugger o f the Subcommittee s ta ff.

Sincerely,

Benjamin S. Rosenthal 
Chairman
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o

X

Mr. Thomas Taylor 
Office of the Comptroller

of the Currency )
490 L'Enfant Plaza 
Washington, 0. C. 20036 

Dear Mr. T jy lo r:

With reference to my le tte r  of September 24, 1976, please also 
provide on or before October 8, 1976:

1. the number and average size (year-end 1975 to ta l deposits) 
of a l l  national banks located in the region covered by the Special 
New England Survey of national bank compliance with the Truth In 
Lendina Act;

2. the average size (year-end 1975 to ta l deposits) and the 
size range (year-end 1975 to ta l deposits of the smallest and the 
largest banks) o f the 27 national banks Included 1n the New England 
Survey; and

3. an estimate of the number of truth-in-lend1ng vio lations 
found in the course of conducting the special survey.

Thank you fo r your assistance.

Sincerely,

Benjamin S. P.csenthal 
Chairman

BSR:dt
f

r
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September 28, 1976

z  Hon. P h ilip  C. Jackson
Board o f Governors 
Federal Reserve System 
Washington, D. C. 20551

v
Dear Governor Jackson:

Your testimony before the subcomnlttee on September 16, 1976, 
regarding the Federal Reserve's enforcement o f the Truth In Lending 
Act was quite helpful and appreciated. A number o f issues were 
raised, however, that need fu rthe r elaboration fo r Inclusion 1n the 
hearinqs record. I f  you would provide responses to the following 
questions on or before October 15, 1976, 1t would be appreciated.

1. On page 7 of your prepared statement you, on behalf o f the 
Board, declined to take a position on the three noncompllance d is 
closure Issues raised by the subcommittee u n til the Board has received 
the report o f a special Task Force. Though the Task Force 1s described 
on page 6 of your statement, 1t 1s not clear how the Task Force w il l  
deal with noncompliance disclosure. Please provide documentation such 
as Implementing correspondence, reasearch proposals, discussion agendas, 
e tc ., that would Indicate how the costs and benefits o f noncompliance 
disclosure w ill be analyzed.

2. Is 1t the Board's Intention to request the Consumer Advisory 
Council to consider the merits o f noncompliance disclosure and advise 
the Board of I ts  findings?

3. What proportion of the c red it covered by the Truth In Lending 
Act 1s extended by commercial banks?

I f  you have any questions regarding th is  request, please contact 
Mr. Robert H. Dugger o f the subcommittee s ta ff.

Sincerely,

7
Benjamin S. Rosenthal 
Chairman

'T
BSR:dt
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Hon. Robert Bloom
Acting Comptroller o f the Currency
490 L ‘ Enfant Plaza
Washington, D. C. 20036 

Dear Mr. Bloom:

By le tte r  o f August 25, 1976, I requested among other things, the posi
tion  o f the Office o f the Comptroller o f the Currency on preemption of 
Federal consumer protection laws by s im ilar State laws. The terms o f the 
Truth In Lending Act give the Federal Reserve Board respons ib ility  fo r 
establishing regulations to effectuate the Act and fo r  determining what 
classes o f c red it shall not be subject to the Act.

Pursuant to th is  au thority the Board has declared tha t a l l trans
actions 1n which a national bank 1s cred itor constitute a separate class 
o f transactions not subject to exemption from the Federal Truth In Lending 
Act unless the Board 1s sa tis fied  that appropriate arrangements have been 
made with your o ffice  to assure e ffective  enforcement o f substantia lly 
s im ila r State laws.

In h1s testimony before the Commerce, Consumer and Monetary A ffa irs  
Subcommittee, Associate Deputy Comptroller Thomas Taylor said on pages 5 
and 6 o f h1s prepared statement:

"We think the Soard has exercised discretion and prudence
1n declining to Include national banks 1n the exemption from
Federal consumer protection laws before our O ffice, which has 
the primary supervisory and regulatory respons ib ility  fo r national 
banks, 1s assured tha t enforcement capab ilities  o f the State are 
suitable?11 (Emphasis added.)

With regard to obtaining such assurance o f enforcement capab ility , 
please provide complete responses to the following questions.

r
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Hon. Robert Bloom 2 September 28, 1976

1. What procedures must an applicant State follow to assure the Office 
of the Comptroller of the Currency that 1t 1s capable of enforcing 
compliance with State truth 1n lending laws and regulations by 
national banks located 1n that State? Please provide the subcommittee 
with all documents that set forth these procedures.

2. What are the factors and standards which your office considers 1n 
determining whether the applicant State’s truth 1n lending "enforcement 
capabilities" are "suitable"? Please furnigh the subcommittee with
all documents that set forth these factors and standards.

3. What States have communicated with your office with regard to obtaining 
a Section 123 exemption for national banks located 1n their States?

4. What is the status of each of these Inquiries?

I would appreciate receiving responses to these questions on or before
October 15, 1975. If you have any questions regarding this request, please 
contact Mr. Robert H. Dugger of the subcommittee staff.

Sincerely,

Benjamin S. Rosenthal 
Chairman

BSR:dv



362

FBRA -  Truth in  Lending - Hearing 
9/15/76

September 29, 1976

x
Mr. John Quinn
Bureau o f Consumer Protection
State O ffice  Build ing .
August, Maine 04330 "

Dear Mr. Quinn:

Your testimony befwre the subcommittee on September 15, 1976, 
regarding Maine's enforcement o f i t s  tru th -1n-lend ing  laws and regu
la tio n s  was qu ite  he lp fu l and appreciated. A number o f issues were 
raised during the hearing, however, th a t need fu rth e r e laboration fo r  
inc lus ion  1n the record. I would appreciate 1 t verymmuch 1 f you would 
provide responses to the fo llow ing  questions on or before October 15,
1976.

1. Is there any re la tio n  between Maine's p o lic y  o f noncompl1ance 
d isclosure  and the reduction 1n the number o f examiners needed to  en
force Maine’ s truth-1n-lend1ng laws? I f  so, please describe the 
re la tio n sh ip  1n d e ta il.

2. Please fu rn ish  the names o f those fin a n c ia l In s t itu t io n s  
whose degree o f truth-1n-lend1ng noncompllance your o ff ic e  has d is 
closed to the pub lic , and copies o f the d isclosure  statements, press 
releases, etc.

3. What were the e ffe c ts  and consequences, both adverse and 
b e n e fic ia l, o f each o f the disclosures noted 1n 2. above.

4. Please provide a copy o f Maine's truth-1n-lend1ng laws and 
regu la tions.

I f  you have any questions regarding th is  request, please contact 
Mr. Robert H. Dugger o f the subcommittee s ta f f .

Thank you again fo r  your assistance. {

S incere ly ,

T)
Benjamin S. Rosenthal

BSR:dt Chairman
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FEDERAL DEPOSIT INSURANCE CORPORATION. Washington. DC. 20429

.RECEIVED
OC i 7 1976

COMMERCE. CONSUMER ANO 
MONETARY AFFAIRS SUBCOMMITTEE October 5, 1976

Honorable Benjamin S. Rosenthal 
Chairman
Commerce, Consumer and Monetary 

Affairs Subcommittee
Committee on Government Operations 
U.S. House of Representatives 
Washington, D.C. 20515

Dear Mr. Rosenthal:

During the Subcommittee's oversight hearings on September 16, 1976, Mr. Brown 
asked about the types of Truth in Lending violations the three banking 
agencies were finding and an indication of which types might be regarded as 
"technical" in nature as opposed to "substantive" or seriously harmful to 
the consumer.

Insofar as the FDIC is concerned, the attached table indicates generally the 
types of violations our examiners have been finding. As we indicated in our 
prepared statement, our examiners have tended to examine for compliance with 
the basic requirements of Truth in Lending. Consequently, most of the viola
tions indicated we believe are substantive in nature since they very likely 
could affect the credit judgments and decisions made by the consumer. On the 
other hand, we would expect that at least some of those indicated are tech
nical in nature although the categories used in the table may not readily 
reveal this, e.g., "Incorrect computation of the Finance Charge" may simply 
involve a failure to include in the finance charge the premium for optional 
credit life, accident and health insurance because the customer had failed to 
separately sign and date an affirmative written indication that he wanted 
such insurance.

We might also mention that in some cases our examiners may not cite in their 
reports violations of a technical nature but Instead simply discuss them with 
bank management and obtain whatever correction is necessary during the course 
of their examinations.

Enclosure
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AREAS OF TRUTH IN LENDING MOST FREQUENTLY VIOLATED 
BY FDIC-SUPERVISED INSTITUTIONS 

AS REVEALED BY INFORMATION IN 4,193 REPORTS REVIEWED
DURING THE PERIOD OF JANUARY 1 THROUGH JUNE 30,, 1976

Nature of Deficiency
Section of 

Regulation Z
Number of 

Banks Cited Percentage

Failure to disclose Finance Charge 226.8(d)(3) 263 6.3

Failure to disclose Annual Percentage Rate 226.8(b)(2) 244 5.8

Incorrect computation of Annual Percentage Rate 226.5 227 5.4

Deficiencies related to the borrower's right 
to rescind

226.9 197 4.7

Incorrect computation of Finance Charge or 
improper handling of excludable charges

226.4 180 4.3

Nondisclosure.of various payment terms
(such as number and due dates of payments)

226.8(b)(3) 149 3.6

Violations related to disclosures on purchased 
paper

226.8 113 2.7

Lack of or incorrect disclosure of terms 
related to credit life insurance

226.4(a)(5) 109 2.6

Failure to provide disclosures 226.8(a) 101 2.4

Failure to disclose Amount Financed 226.8(d)(1) 88 2.1

Failure to disclose balloon payment or con
ditions under which it may be refinanced

226.8(b)(3) 69 1.6

Failure to adequately identify pledged security 226.8(b)(5) 65 1.6

Failure to use certain prescribed terminology 
("Finance Charge," Annual Percentage Rate," 
etc.)

226.8(a) 34 .8

Failure to make new disclosures when refinancing 226.8(j) 28 .7

Failure to make required initial disclosures 
on open end credit

226.7 24 .6

Failure to make required periodic disclosures 
on open end credit

226.7 23 .5

Incorrect disclosures in advertising 226.10 20 .5

Failure to retain evidence of disclosure 226.6(i) 18 .4

Failure to disclose method of computation of 
rebate of unearned finance charge in event 
of prepayment

226.8(b)(7) 16 .4

Improper oral disclosure of annual rates 226.1 8 .2

r
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B O A R D  O F  G O V E R N O R S  
OF THE

F E D E R A L  R E S E R V E  S Y S T E M
W AS H IN G TO N

p h . l . p c . u a c k s o n ^ ,

i.'G’i 1 5  1976

Cn VMEiiC£. • MO
WOI.HAKY MTMSS " ’CS^I.-Ticr

O ctober 13 , 1976

J The H onorab le  B enjam in S. R o se n th a l
Chairm an
Subcom m ittee on Commerce, Consumer 

f and M onetary  A f f a i r s
Com m ittee on Government O p e ra tio n s  
House o f  R e p r e s e n ta t iv e s  
W ash ing ton , D.C. 20515

D ear Mr. Chairm an:

I  am p le a s e d  to  re sp o n d  to  you r l e t t e r  o f  Septem ber 28 , 
a sk in g  t h a t  I  e l a b o r a te  on s e v e r a l  s ta te m e n ts  p re s e n te d  in  my 
te s t im o n y  b e fo re  you r Subcom m ittee on Septem ber 16. S p e c i f i c a l l y ,  
you a re  i n t e r e s t e d  in  th e  B o a rd 's  p o s i t io n s  re g a rd in g  noncom pliance  
d i s c l o s u r e  o f  v i o l a t i o n s  o f  R e g u la tio n  Z. As I  had in d ic a te d  in  my 
te s t im o n y , th e  Board app roved  th e  im m ediate  fo rm a tio n  o f  a s p e c ia l  
ta s k  fo rc e  w hich i s  co m p rised  o f  b o th  r e p r e s e n ta t i v e s  from  th e  Board 
and th e  exam in ing  d e p a r tm e n ts  o f  th e  F e d e ra l  R eserve  Banks to  s tu d y  
and r e p o r t  on a number o f  s u b s ta n t iv e  i s s u e s  r e l a t i n g  to  th e  e n fo rc e 
m ent o f  T ru th  in  L en d in g . The i s s u e s  t h a t  th e  t a s k  f o r c e  h a s  b e fo re  
i t  a re  e x p la in e d  in  b ro ad  te rm s  in  my te s t im o n y . However, to  f u r th e r  
a m p lify  th e  s p e c i f i c  a re a  r e l a t i n g  to  noncom pliance  d i s c l o s u r e ,  th e  
ta s k  fo rc e  w i l l  be re v ie w in g  and m aking recom m endations to  th e  Board 
on such  m a t te r s  a s :

1 . How and when to  r e p o r t  v i o l a t i o n s  and th e  ty p e s  o f  
v i o l a t i o n s  t h a t  sh o u ld  be r e p o r te d  in  th e  e x am in a tio n  
r e p o r t ;

2 . W hether banks w hich c h a rg e  c u sto m ers  more th a n  i s  
r e f l e c t e d  on th e  d i s c l o s u r e  form  sh o u ld  be r e q u ir e d  
to  re im b u rse  th e  c u s to m e r;

3 . W hether th e  exam iner sh o u ld  n o t i f y  c u s to m e rs  o f  any 
v io l a t i o n s  d e te c te d  d u r in g  an e x a m in a tio n  (o r

/  a l t e r n a t i v e l y  w h e th e r th e  exam iner sh o u ld  r e q u i r e
th e  bank to  make such  n o t i f i c a t i o n ) ;

7 9 -848  0  -  77 -  24
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4 . W hether th e  m edia sh o u ld  be n o t i f i e d  o f  v i o l a t i o n s  by 
banks so t h a t  n o t ic e  to  th e  p u b l ic  c o u ld  be p u b l is h e d ;  
and

5 . What f u r th e r  a c t io n s  sh o u ld  be ta k e n  r e g a rd in g  banks 
which c o n t in u a l ly  f a i l  to  comply o r  w hich r e f u s e  to  
com ply. For exam ple , when sh o u ld  c e a s e  and d e s i s t  
o rd e r s  be is s u e d  and when sh o u ld  r e f e r r a l s  to  
D epartm ent o f  J u s t i c e  be made.

You a ls o  asked  w h e th er th e  m e r i t s  o f  noncom pliance  d i s c l o 
s u re s  w i l l  be d is c u s s e d  w ith  th e  Consumer A dv iso ry  C o u n c i l.  We a re  
c u r r e n t l y  in  th e  p ro c e s s  o f  d e v e lo p in g  an agenda f o r  th e  C o u n c i l 's  
f i r s t  m e e tin g  which i s  sch e d u le d  f o r  November 10 and 11. Many im p o r ta n t 
to p ic s  have been  su g g e s te d  fo r  t h a t  f i r s t  m e e tin g , and noncom pliance  
d i s c l o s u r e  i s  c e r t a i n l y  one o f  th e  i s s u e s  b e in g  c o n s id e re d  fo r  p o s s ib le  
in c lu s io n  in  th e  a g en d a . However, a f i n a l  d e te rm in a t io n  o f  agenda 
to p ic s  has n o t been  made.

You a ls o  in q u ir e d  as  to  what p ro p o r t io n  o f  th e  c r e d i t  
c o v ered  by th e  T ru th  in  L end ing  Act i s  e x ten d ed  by com m ercial b a n k s .
W ith re g a rd  to  consum er in s ta lm e n t  c r e d i t  and m ortgage  c r e d i t , banks 
a cc o u n te d  fo r  4 7 .2  p e r  c e n t ($ 7 7 .1  b i l l i o n )  o f  th e  d o l l a r  volume o f  
consum er in s ta lm e n t  c r e d i t  e x te n s io n s  in  1975 and 18 .9  p e r c e n t 
($ 1 4 .6  b i l l i o n )  o f  th e  d o l l a r  volume o f  m ortgage c r e d i t  e x te n s io n s  in  
t h a t  y e a r .  Combining th e s e  two t o t a l s  shows banks a c c o u n tin g  fo r  
3 8 .1  p e r  c e n t  ($ 9 1 .7  b i l l i o n / $ 2 4 0 .8  b i l l i o n )  o f  th e  d o l l a r  volum e o f  
consum er in s ta lm e n t  and m o rtg ag e  c r e d i t  e x te n s io n s  in  1975. I  r e g r e t  
t h a t  we a re  a b le  to  p ro v id e  o n ly  a p a r t i a l  re s p o n se  to  t h i s  q u e s tio n  
s in c e  we do n o t have s u f f i c i e n t  in fo rm a tio n  to  p ro v id e  an answ er w ith  
r e s p e c t  to  a g r i c u l t u r a l  c r e d i t  and open end c r e d i t .  However, w ith  
r e s p e c t  to  a g r i c u l t u r a l  c r e d i t ,  we e s t im a te  t h a t  banks h o ld  ab o u t 29 
p e r  c e n t  o f  t o t a l  farm  c r e d i t  and ab o u t h a l f  o f  t h a t  f ig u r e  i s  c o vered  
by  T ru th  in  L end ing .

I  hope th a t  t h i s  in fo rm a tio n  i s  o f  a s s i s t a n c e  to  you . As 1 
in d ic a te d  in  my te s t im o n y , th e  Board w i l l  be ta k in g  p o s i t i o n s ,  based  
upon th e  work o f  th e  ta s k  f o r c e ,  r e g a rd in g  th e  consum er c r e d i t  
com pliance  i s s u e s .  I  would be happy to  com m unicate th e s e  p o s i t io n s  
to  th e  Subcom m ittee a t  t h a t  t im e .

S in c e re ly ,
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B O A R D  O F  G O V E R N O R S  
O F  TH E

F E D E R A L  R E S E R V E  S Y S T E M
W ASHING TON, O. C. 2 0 5 5 1

S TE PH EN  5 . GA R D NER  
VIC E  CHAIRM AN

O c to b er 14 , 1976

4

/
The H onorab le  B enjam in S. R o se n th a l 
C hairm an
Commerce, Consum er, and M onetary  

A f f a i r s  Subcom m ittee o f  th e  
Com m ittee on Government O p e ra tio n s

House o f  R e p r e s e n ta t iv e s  
R ayburn House O ff ic e  B u ild in g  
Room B-350-A-B
W ash ing ton , D.C. 20515

Dear Mr. C hairm an:

it

fe;

In  C hairm an B u rn s ' a b se n c e , I  am p le a se d  to  re sp o n d  
to  yo u r l e t t e r  o f  Septem ber 7 c o v e r in g  th e  F e d e ra l  R eserve  
S y s te m 's  e n fo rc e m e n t p ro c e d u re s  w ith  r e s p e c t  to  th e  T ru th  in  
L ending A c t.

You s p e c i f i c a l l y  r e q u e s te d  c o p ie s  o f  th e  fo llo w in g
do cu m en ts :

1 . Page 5 (1 )  o f  f iv e  random ly s e le c te d  e x a m in a tio n  
r e p o r t s  t h a t  d is c u s s  R e g u la tio n  Z v i o l a t i o n s  and 
a l l  s u p p o r tin g  d o c u m e n ta tio n  t r a c in g  th e  re c o rd e d  
v i o l a t i o n  from  th e  e x a m in a tio n  r e p o r t s  th ro u g h  
t h e i r  f i n a l  d i s p o s i t i o n .

2 .  F iv e  random ly s e l e c t e d  com pliance  r e p o r t s  p re p a re d  
by  each  o f  th e  C hicago  and Richmond F e d e ra l  R ese rv e  
Banks w ith  a l l  d o c u m e n ta tio n  s u p p o r tin g  th e  d i s 
p o s i t i o n  o f  r e p o r te d  v i o l a t i o n s .  [R e g u la tio n  Z 
r e l a t e d  o n ly .]

3 .  A l l  i n s t r u c t i o n  c i r c u l a r s  s e n t  to  ex am in ers  and 
F e d e ra l  R ese rv e  member banks r e l a t i v e  to  th e  
T ru th  in  L ending A c t.
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M r. C hairm an: - 2 -

E n c lo sed  i s  th e  in fo rm a tio n  w hich  you r e q u e s te d .  As you 
w i l l  n o te ,  w here p o s s ib l e ,  th e  B o a rd 's  s t a f f  has p ro v id e d  e x p la n a to ry  
s ta te m e n ts  on a  number o f  th e  r e p o r te d  R e g u la tio n  Z v i o l a t i o n s .

We s in c e r e ly  hope t h i s  in fo rm a tio n  w i l l  a s s i s t  you and 
you r Subcom m ittee in  i t s  rev iew  o f  th e  e n fo rcem en t p ro c e d u re s  o f  
th e  bank  r e g u la to r y  a g e n c ie s  w ith  T ru th  in  L en d in g . Any q u e s tio n s  
r e g a rd in g  t h i s  su b m iss io n  may be a d d re ss e d  to  Mr. B a rry  W. S i l v e r  
o f  th e  B o a rd 's  s t a f f .

B e s t w is h e s , 4

*

E n c lo su re s

I



FBRA-TIL liftG 9/16/76

October 22, 1976

Hon. Robert Bloom 
Acting Comptroller 

o f the Currency 
490 I'Enfant Plaza 
Washington, D. C. 20319

Dear Mr. Bloom:

The purpose o f th is  le tte r  is  to follow  up a lin e  of questioning 
developed at the Comerce, Consumer and Monetary A ffa irs  Subcommittee 
hearlno on Federal enforcement o f Truth in Lending, on September 16,
1976. Representative Garry Brown (R-Michigan) inquired about the 
annual cost incurred by each of the Federal banking agencies fo r  bank 
Truth in Lending regulation, examination and enforcement. Representa
tiv e  Brown also Inquired how the amounts now expended compare with the 
amounts estimated by the agencies at the time the Truth 1n Lending Act 
was passed in 1963.

With reference to Representative Brown's Inquiries, please provide 
the Information requested below:

1. For each year 1960 through 1975 and 1976((if ava ilab le), set 
fo rth  separately the to ta l cost o f bank regulation, examination and super
vision Incurred by (a) each Comptroller o f the Currency D is tr ic t  O ffice; 
and (b) the Washington Office o f the Comptroller o f the Currency.

2. For each year 1969 through 1975 and 1976 (1 f ava ilable), set 
fo rth  separately the to ta l cost o f (a) regulation w riting , (b) examination, 
and (c) enforcement o f the Truth in Lendlnq Act by (1) each Comptroller o f 
the Currency D is tr ic t Office and (11) the Washington Office of the Comp
t r o l le r  o f the Currency.

3. The Office o f the Comptroller o f the Currency has in it ia te d
a number o f programs to Inprove enforcement o f the Truth in Lending Act. 
What are (a) the projected costs o f these new programs; and (b) the pro
jected to ta l costs o f regulation w riting , examination, and enforcement 
o f the Truth 1n Lending Act 1n i t s  present form?



Hon. Robert Bloom 2 October 22, 1976

A House Government Operations Committee repo rt on Federal enforcement 
o f the Truth 1n Lending Act 1s now 1n preparation. Please fu rn ish  the 
requested in form ation on o r before November 19, 1976.

I f  you have any questions regarding th is  request, please contact Mr. 
Robert !!. Dugger o f  the subcommittee s ta f f .

S incere ly,

Benjamin S. Rosenthal 
Chairman
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F8RA-TIL HRG 9-16-76

October 22, 1976

Hon. Robert F. Barnett 
* Chairman

Federal Depofcit Insurance Corp.
Washington D. C. 20429

Dear Hr. Chairman:

The purpose of th is  le tte r  is to fo llow  up a lin e  o f questioning 
developed at the Connerce, Consumer and Monetary A ffa irs  Subcommittee 
hearing on Federal enforcement o f Truth 1n Lending, on September 16,
1976. Representative Garry Brown (R-Hichigan) Inquired about the annual 
cost incurred by each of the Federal banking agencies fo r bank Truth in 
Lending regulation, examination and enforcement. Representative Brown 
also inquired how the amounts now expended compare with the amounts 
estimated by the agencies at the time the Truth in  Lending Act was 
passed 1n 1963.

With reference to Representative Brown's inqu iries , please provide 
the information requested below:

1. For each year 1969 through 1975 and 1976 ( i f  ava ilable), set 
fo rth  separately the to ta l cost o f bank regulation, examination and super
vision Incurred by (a) each FDIC D is tr ic t O ffice; and (b) the Washington 
Office o f the FPIC.

2. For each year 1969 through 1975 and 1976 ( i f  ava ilab le), set 
fo rth  separately the to ta l cost o f (a) regulation w riting , (b) examination, 
and (c) enforcement of the Truth 1n Lending Act by (1) each FBIC D is tr ic t 
O fflcc f and (11) the Washington Office of the FDIC.

3. The FOIC has in it ia te d  a number of programs to Improve enforce
ment o f the Truth 1n Lending Act. What are (a) the projected costs of 
these new programs; and (b) the projected to ta l costs o f regulation w riting , 
examination, and enforcement of the Truth 1n Lending Act in I ts  present 
form?

T
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Hon. Robert E. Barnett 2 October 22, 1976

A House Government Operations Committee report on Federal enforcement 
of the Truth in Lending Act 1s now 1n preparation. Please furnish the 
requested Information on or before November 19, 1976.

I f  you have any questions regarding th is  request, please contact Mr. 
Robert H. Puqger of the subcommittee s ta ff.

Sincerely,

a
Benjamin S. Rosenthal 
Chairman

*

BSR:dv
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FBRA-TIL HRS 3-16-76

October 22, 1976

Hon. P h ilip  Jackson 
Board o f Governors 
Federal Reserve System L Washington, D. C. 20551

Dear Governor Jackson:

The purpose of th is  le tte r  1s to follow  up a line  of questioning 
developed at the Cormerce, Consumer and Monetary A ffa irs  Subcommittee 
hearing on Federal enforcement o f Truth 1n Lending, on September 16,
1976. Representative Garry Grown (R-Michigan) Inquired about the 
annual cost incurred by each of the Federal banking agencies fo r  bank 
Truth 1n Lending regulation, examination and enforcement.

With reference to Representative Brown's Inqu iries, please provide 
the Information requested below:

1. For each year 1960 through 1975 and 1976 (1 f ava ilab le), set 
fo rth  separately the to ta l cost o f bank regulation, examination and 
supervision incurred by (a) the Federal Reserve D is tr ic t  banks; and 
(b) the Board of Governors of the Federal Reserve System.

2. For each year 1969 through 1975 and 1976 ( i f  ava ilab le), set 
fo rth  separately the to ta l cost o f (a) regulation w riting , (b) examina
t io n , and (c) enforcement o f the Truth in Lending Act by ( i )  the Federal 
Reserve D is tr ic t banks; and ( i i )  the Board o f Governors o f the Federal 
Reserve System.

3. The Federal Reserve has In it ia te d  a number of programs to Improve 
enforcement of the Truth 1n Lending Act. What are (a) the projected costs 
o f these new programs: and (b) the projected to ta l costs o f regulation 
w ritin g , examination, and enforcement o f the Truth 1n Lending Act in  its  
present form?

A House Government Operations Committee report on Federal enforcement 
o f the Truth in  Lending Act is  now in preparation. Please furnish the 
requested information on or before November 19, 1976.

i

v
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Hfcin. P h ilip  Jackson 2

I f  you have any questions regarding th is  request, 
Robert H. Dugger o f the subcommittee s ta ff.

October 22, 1976

please contact Mr.

Sincerely,

Benjamin S. Rosenthal
Chairman |

BSR:dv *

i
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Comptroller of the Currency 
Administrator of National Banks

Washington. D C 2C219

V November 1, 1976
1976

'.rv affa‘?.s <

*

Dear Mr. Chairman:
This is in response to your letters of September 24 and 28, 1976, 
in which you ask for information to be used in the committee 
publication that will be issued in connection with the hearings 
concerning Truth in Lending enforcement that were held in 
September, 1976.
Your first question requests the types of Truth in Lending viola
tions referred to in the chart submitted with my September 16,
1976 statement. An explanation of these types of Truth in Lending 
violations is attached.
Second, you have asked if there are instances where we have 
directed a bank to reimburse a borrower but the bank has yet to 
make the requested restitution. There are presently three banks 
that have been requested to make restitution but have not complied 
as of this date. The dollar amounts involved are between $700,000 
and $1,500,000 for one bank, approximately $30,000 for another 
bank and approximately $7,500 for the other bank.
The banks have resisted our requests for restitution and have 
challenged our authority under the Financial Institutions Super
visory Act to compel restitution. Legal briefs have been submitted 
on behalf of the banks in support of their arguments. Our legal 
staff has evaluated these arguments and the legal authority cited 
by the banks, and has concluded that, although there may be some 
question as to whether the Financial Institutions Supervisory 
Act (Act) can be used to "rehabilitate" a borrower rather than a 
bank, these may be appropriate cases to test the reach of the Act.

The statute of limitations for private suits by a borrower under 
the Truth in Lending Act expires one year after disclosure has 
been given. Presumably that statute has expired for most of the 
accounts involved, but this was also the fact in the majority of 
the cases before the violations were discovered. The effect of 
that statute on a Financial Institutions Supervisory Act proceeding 
has not been tested.

1



Third, you ask for the number in average size of all national 
banks located in the region covered by the Special New England 
Survey of National Bank Compliance with the Truth in Lending Act. There were 186 national banks located in the First National Bank Region as of December 31, 1975 and their average deposits, as of that date, were $117,000,000.

Fourth, you request the average size (year-end 1975 total deposits) and the size range (year-end 1975 total deposits of the smallest and the largest banks) of the 27 national banks included in the 
New England Survey. The average deposit size of the 27 national banks examined in the subject survey, as of December 31, 1975, was $357,000,000. The deposit size of the examined banks ranged 
from $7,184,000 to $3,763,363,000.
Finally, you have asked for the number of Truth in Lending violations found in the course of conducting the special survey.
Because of the form in which the examination was conducted, their 
records do not reflect the number of individual violations. When an error is detected in a bank's procedures, we assume all loans of that type are in violation.
We trust this letter is responsive to your inquiries.
Very truly yours,

Thomas W. Taylor 
Associate Deputy Comptroller

The Honorable
Benjamin S. Rosenthal, Chairman, 
Commerce, Consumer and Monetary Affairs 
Subcommittee of the

Committee on Government Operations 
U. S. House of Representatives 
Washington, D. C. 20515

Attachment
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Comptroller of the Currency 
Administrator of National Banks

Washington, D. C. 20219

November 29, 1976

Dear Mr. Chairman:
This is in reply to your letter of September 28, 1976, requesting the position of the Office of the Comptroller of the Currency on preemption of Federal Consumer Protection laws by similar State laws.
The issue of State preemption in this area raises fundamental questions of enforcement of Consumer Protection laws and the dual banking system which has historically benefited the American economy. This issue also brings into question the exclusive visitorial powers over national banks which Congress has heretofore chosen to place in Federal agencies. If a State exercises enforcement responsibility against national banks, legal complications could arise because of Federal statutes which give the Comptroller of the Currency these exclusive visitorial powers and require that all information arising from examinations be confidential. For these reasons, this Office is now engaged in a thorough review of this m a t t e r  and a policy with regard to State preemption is in the process of formulation.
As the States have deliberated from 1969, when Supplement II to Regulation Z was promulgated, and have just now begun to move in the matter of preemption, it is obvious that the entire area requires study and thoughtful consideration which should not be precipitate.In addition, this issue has profound policy implications and we believe it would be desirable for this matter to be resolved by the new, duly appointed head of this agency.
In response to your last two questions, Connecticut and Massachusetts have communicated with this Office with regard to obtaining a Section 123 exemption for national banks located in those States. Both of these inquiries are being reviewed in conjunction with the broader, previously mentioned study.
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I regret the delay in answering your letter, but assure you that 
we shall keep you advised of developments from this Office in the 
matter of State preemption of Federal consumer protection laws.

Sincerely,

^Robert Bloom
Acting Comptroller of the Currency

The Honorable
Benjamin S. Rosenthal, Chairman 
Subcommittee on Commerce, Consumer and 
Monetary Affairs of the Committee on 
Government Operations

United States House of Representatives 
Washington, D.C. 20515
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